
EXECUTION COPY

SECURITIES PURCHASE AGREEMENT

SECURITIES PURCHASE AGREEMENT (the "Agreement"), dated as of July 25,
2006, by and among Apollo Resources International, Inc., a Utah corporation, with its corporate
headquarters located at 3001 Knox Street, Suite 403, Dallas, Texas 75205 (the "Company"), and
the investors listed on the Schedule of Buyers attached hereto (individually, a "Buyer" and
collectively, the "Buyers").

WHEREAS:

A. The Company and each Buyer are executing and delivering this Agreement in
reliance upon the exemption from securities registration afforded by Section 4(2) of the
Securities Act of 1933, as amended (the "1933 Act"), and Rule 506 of Regulation D
("Regulation D") as promulgated by the United States Securities and Exchange Commission
(the "SEC") under the 1933 Act.

B. The Buyer wishes to purchase, and the Company wishes to sell, upon the terms
and conditions stated in this Agreement, (i) that aggregate number of shares (the "Common
Shares") of the Common Stock, par value $0.001 per share, of the Company (the "Common
Stock"), set forth opposite such Buyer's name in column (3) on the Schedule of Buyers attached
hereto (which aggregate amount for all Buyers shall be 13,157,895 and (ii) warrants, in
substantially the form attached hereto as. Exhibit A (the "Warrants"), to acquire up to that
number of additional shares of Common Stock set forth opposite such Buyer's name in column
(4) of the Schedule of Buyers (as exercised, collectively, the "Warrant Shares").

C. Contemporaneously with the execution and delivery of this Agreement, the
parties hereto are executing and delivering a Registration Rights Agreement, substantially in the
form attached hereto as Exhibit B (the "Registration Rights Agreement"), pursuant to which
the Company will agree to provide certain registration rights with respect to the Registrable
Securities (as defined in the Registration Rights Agreement) under the 1933 Act and the rules
and regulations promulgated thereunder, and applicable state securities laws.

D. The Common Shares, the Warrants and the Warrant Shares collectively are
referred to herein as the "Securities".

NOW, THEREFORE, the Company and each Buyer hereby agree as follows:

1. PURCHASE AND SALE OF COMMON SHARES AND WARRANTS.

(a) Purchase of Common Shares and Warrants.

(i) Common Shares and Warrants. Subject to the satisfaction (or
waiver) of the conditions set forth in Sections 6 and 7 below, on the Closing Date (as defined
below), the Company shall issue and sell to each Buyer, and each Buyer severally, but not
jointly, shall purchase from the Company the number of Common Shares as is set forth
opposite such Buyer's name in column (3) on the Schedule of Buyers along with Warrants to
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acquire up to that number of Warrant Shares as is set forth opposite such Buyer's name in
column (4) on the Schedule of Buyers (the "Closing").

(ii) Closin>?. The date and time of the Closing (the "Closing Date")
shall be 10:00 a.m., New York City time, on July 26, 2006 (or such other date as is mutually
agreed to by the Company and each Buyer) after notification of satisfaction (or waiver) of the
conditions to the Closing set forth in Sections 6 and 7 below at the offices of Schulte Roth &
Zabel LLP, 919 Third Avenue, New York, New York 10022.

(iii) Purchase Price. The aggregate purchase price for the Common
Shares and the Warrants to be purchased by each such Buyer at the Closing (the "Purchase
Price") shall be the amount set forth opposite each Buyer's name in column (5) of the
Schedule of Buyers.

(b) Form of Payment. On the Closing Date, (i) each Buyer shall pay its
Purchase Price to the Company for the Common Shares and the Warrants to be issued and sold
to such Buyer at the Closing (less, (x) in the case of Castlerigg, the amounts withheld pursuant to
Section 4(g)), by wire transfer of immediately available fiends in accordance with the Company's
written wire instructions and (ii) the Company shall deliver to each Buyer one or more stock
certificates, free and clear of all restrictive and other legends (except as expressly provided in
Section 2(g) hereof), evidencing the number of Common Shares such Buyer is purchasing as is
set forth opposite such Buyer's name in column (3) on the Schedule of Buyers along with the
Warrants (allocated in the amounts as such Buyer shall request) to acquire up to an aggregate
number of Warrant Shares as is set forth opposite such Buyer's name in column (4) on the
Schedule of Buyers, in each case duly executed on behalf of the Company and registered in the
name of such Buyer.

2. BUYER'S REPRESENTATIONS AND WARRANTIES.

that:
Each Buyer represents and warrants to the Company with respect to only itself

(a) No Public Sale or Distribution. Such Buyer is (i) acquiring the Common
Shares and the Warrants and (ii) upon exercise of the Warrants will acquire the Warrant Shares
issuable upon exercise of the Warrants, for investment purposes, as principal for its own account
and not with a view towards, or for resale in connection with, the public sale or distribution
thereof, except pursuant to sales registered or exempted under the 1933 Act; provided, however.
that by making the representations herein, such Buyer does not agree to hold any of the
Securities for any minimum or other specific term and reserves the right to dispose of the
Securities at any time in accordance with or pursuant to a registration statement or an exemption
under the 1933 Act. Such Buyer is acquiring the Securities hereunder in the ordinary course of
its business. Such Buyer does not presently have any agreement or understanding, directly or
indirectly, with any Person to distribute any of the Securities.

(b) Accredited Investor Status. At the time such Buyer was offered the
Securities, it was, and at the date hereof it is, and on each date on which it exercises Warrants it
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will be, an "accredited investor" as defined in Rule 501(a) under the 1933 Act. Such Buyer is
not a registered broker-dealer under Section 15 of the 1934 Act.

(c) Reliance on Exemptions. Such Buyer understands that the Securities are
being offered and sold to it in reliance on specific exemptions from the registration requirements
of United States federal and state securities laws and that the Company is relying in part upon the
truth and accuracy of, and such Buyer's compliance with, the representations, warranties,
agreements, acknowledgments and understandings of such Buyer set forth herein in order to
determine the availability of such exemptions and the eligibility of such Buyer to acquire the
Securities.

(d) Information. Such Buyer and its advisors, if any, have been finnished
with all materials relating to the business, finances and operations of the Company and materials
relating to the offer and sale of the Securities which have been requested by such Buyer. Such
Buyer and its advisors, if any, have been afforded the opportunity to ask questions of the
Company. Neither such inquiries nor any other due diligence investigations conducted by such
Buyer or its advisors, if any, or its representatives shall modify, amend or affect such Buyer's
right to rely on the Company's representations and warranties contained herein. Such Buyer
understands that its investment in the Securities involves a high degree of risk. Such Buyer has
sought such accounting, legal and tax advice as it has considered. necessary to make an informed
investment decision with respect to its acquisition of the Securities.

(e) No Governmental Review. Such Buyer understands that no United States
federal or state agency or any other government or governmental agency has passed on or made
any recommendation or endorsement of the Securities or the fairness or suitability of the
investment in the Securities nor have such authorities passed upon or endorsed the merits of the
offering of the Securities.

(fl Transfer or Resale. Such Buyer understands that except as provided in the
Registration Rights Agreement: (i) the Securities have not been and are not being registered
under the 1933 Act or any state securities laws, and may not be offered for sale, sold, assigned or
transferred unless (A) subsequently registered thereunder, (B) such.Buyer shall have delivered to
the Company an opinion of counsel, in a form reasonably acceptable to the Company, to the
effect that such Securities to be sold, assigned or transferred may be sold, assigned or transferred
pursuant to an exemption from such registration, or (C) such Buyer provides the Company with
reasonable assurance that such Securities can be sold, assigned or transferred pursuant to Rule
144 or Rule 144A promulgated under the 1933 Act, as amended, (or a successor rule thereto)
(collectively, "Rule 144"); (ii) any sale of the Securities made in reliance on Rule 144 may be
made only in accordance with the terms of Rule 144 and further, if Rule 144 is not applicable,
any resale of the Securities under circumstances in which the seller (or the Person (as defined in
Section 3(s)) through whom the sale is made) may be deemed to be an underwriter (as that term
is defined in the 1933 Act) may require compliance with some other exemption under the 1933
Act or the rules and regulations of the SEC thereunder; and (iii) neither the Company nor any
other Person is under any obligation to register the Securities under the 1933 Act or any state
securities laws or to comply with the terms and conditions of any exemption thereunder. The
Securities may be pledged in connection with a bona fide margin account or other loan or
financing arrangement secured by the Securities and such pledge of Securities shall not be
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deemed to be a transfer, sale or assignment of the Securities hereunder, and no Buyer effecting a
pledge of Securities shall be required to provide the Company with any notice thereof or
otherwise make any delivery to the Company pursuant to this Agreement or any other
Transaction Document (as defined in Section 3(b)), including, without limitation, this Section
2(f).

(g) Legends. Such Buyer understands that the certificates or other
instruments representing the Common Shares and the Warrants and, until such time as the resale
of the Common Shares and the Warrant Shares have been registered under the 1933 Act as
contemplated by the. Registration Rights Agreement, the stock certificates representing the
Common Shares and the Warrant Shares, except as set forth below, shall bear any legend as
required by the "blue sky" laws of any state and a restrictive legend in substantially the following
form (and a stop-transfer order may be placed against transfer of such stock certificates):

[NEITHER THE ISSUANCE AND SALE OF THE SECURITIES
REPRESENTED BY THIS CERTIFICATE NOR THE SECURITIES
INTO WHICH THESE SECURITIES ARE EXERCISABLE HAVE
BEEN] [THE SECURITIES REPRESENTED BY THIS CERTIFICATE
HAVE NOT BEEN] REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED, OR APPLICABLE STATE SECURITIES
LAWS. THE SECURITIES MAY NOT BE OFFERED FOR SALE,
SOLD, TRANSFERRED OR ASSIGNED (1) IN THE ABSENCE OF (A)
AN EFFECTIVE REGISTRATION STATEMENT FOR THE
SECURITIES UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, OR (B) AN OPINION OF COUNSEL, IN A FORM
REASONABLY ACCEPTABLE TO THE COMPANY, THAT
REGISTRATION IS NOT REQUIRED UNDER SAID ACT OR (II)
UNLESS SOLD PURSUANT TO RULE 144 OR RULE 144A UNDER
SAID ACT. NOTWITHSTANDING THE FOREGOING, THE
SECURITIES MAY BE PLEDGED IN CONNECTION WITH A BONA
FIDE MARGIN ACCOUNT OR OTHER LOAN OR FINANCING
ARRANGEMENT SECURED BY THE SECURITIES.

The legend set forth above shall be removed and the Company shall issue a certificate without
such legend to the holder of the Securities upon which it is stamped, if, unless otherwise required
by state securities laws, (i) such Securities are registered for resale under the 1933 Act (a
"Registration Event"), or (ii) in connection with a sale, assignment or other transfer, such
holder provides the Company with an opinion of counsel, in a form reasonably acceptable to the
Company, to the effect that such sale or transfer of the Securities may be made without
registration under the applicable requirements of the 1933 Act, or (iii) following a sale of transfer
of such Securities pursuant to Rule 144 (assuming the transferor is not an affiliate of the.
Company), or (iv) while such Securities are eligible for sale under Rule 144(k) If the Company
shall fail for any reason or for no reason to issue to the holder of the Securities within three (3)
Trading Days after the occurrence of any of (i) through (iii) above, a certificate without such
legend to the holder or to issue such Securities to such holder by electronic delivery at the
applicable balance account at DTC, and if on or after such Trading Day the holder purchases (in
an open market transaction or otherwise) shares of Common Stock to deliver in satisfaction of a
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sale by the holder of such Securities that the holder anticipated receiving without legend from the
Company (a "Buy-In"), then the Company shall, within three (3) Business Days after the
holder's request and in the holder's discretion, either (i) pay cash to the holder in an amount equal
to the holder's total purchase price (including brokerage commissions, if any) for the shares of
Common Stock so purchased (the "Buy-In Price"), at which point the Company's obligation to
deliver such unlegended Securities shall terminate, or (ii) promptly honor its obligation to deliver
to the holder such unlegended Securities as provided above and pay cash to the holder in an
amount equal to the excess (if any) of the Buy-In Price over the product of (A) such number of
shares of Common Stock, times (B) the Closing Bid Price on the date of exercise.

(h) Validity; Enforcement. This Agreement and the Registration Rights
Agreement to which such Buyer is a parry have been duly and validly authorized, executed and
delivered by such Buyer and constitute the legal, valid and binding obligations of such Buyer
enforceable against such Buyer in accordance with their respective terms, except as such
enforceability may be limited by general principles of equity or to applicable bankruptcy,
insolvency, reorganization, moratorium, liquidation and other similar laws relating to, or
affecting generally, the enforcement of applicable creditors' rights and remedies.

(i) No Conflicts. The execution, delivery and performance by such Buyer of
this Agreement and the Registration Rights Agreement to which such Buyer is a party and the
consummation by such. Buyer of the transactions contemplated hereby and thereby will not (i)
result in a violation of the organizational documents of such Buyer or (ii) conflict with, or
constitute a default (or an event which with notice or lapse of time or both would become a
default) under, or give to others any rights of termination, amendment, acceleration or
cancellation of, any agreement, indenture or instrument to which such Buyer is a party, or (iii)
result in a violation of any law, rule, regulation, order, judgment or decree (including federal and
state securities laws) applicable to such Buyer, except in the case of clauses (u) and (iii) above,
for such conflicts, defaults, rights or violations which would not, individually.or in the aggregate,
reasonably be expected to have a material adverse effect on the ability of such Buyer to perform
its obligations hereunder.

0) Residency. Such Buyer is a resident of that jurisdiction specified below
its address on the Schedule of Buyers.

(k) Independent Investment Decision. Such Buyer has independently
evaluated the merits of its decision to purchase Securities pursuant to the Transaction
Documents, and such Buyer confirms that it has not relied on the advice of the Company nor any
other Buyer's business and/or legal counsel in making such decision.

(1) Certain Trading Activities. Such Buyer has not directly or indirectly, nor
has any Person acting on behalf of or pursuant to any understanding with such Buyer, engaged in
any transactions in the securities of the Company (including, without limitations, any Short Sales
involving the Company's securities) since the earlier of (i) the time that such Buyer was first
contacted by the Company regarding the transactions contemplated hereby and (ii) twenty (20)
calendar days prior to the date hereof. Such Buyer covenants that neither it nor any Person
acting on its behalf or pursuant to any understanding with it will engage in any transactions in
the securities of the Company (including Short Sales) prior to the time that the transactions
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contemplated by this Agreement are publicly disclosed. For the purpose of this Agreement,
"Short Sales" include, without limitation, all "short sales" as defined in Rule 200 promulgated
under Regulation SHO under the 1934 Act and all types of direct and indirect stock pledges,
forward sale contracts, options, puts, calls, swaps and similar arrangements (including on a total
return basis), and sales and other transactions through non-US broker dealers or foreign regulated
brokers.

(m) General Solicitation. Such Buyer is not purchasing the Securities as a
result of any advertisement, article, notice or other communication regarding the Securities
published in any newspaper, magazine or similar media or broadcast over television or radio or
presented at any seminar.

(n) Organization. Such Buyer is an entity duly organized, validly existing and
in good standing under the laws of the jurisdiction of its organization with the requisite corporate
or partnership power and authority to enter into and to consummate the transactions
contemplated by the applicable Transaction Documents (as defined below) and otherwise to
carry out its obligations thereunder. .

3. REPRESENTATIONS AND WARRANTIES OF THE COMPANY.

The Company represents and warrants to each of the Buyers that:

(a) Organization and Qualification. The Company and its "Subsidiaries"
(which for purposes of this Agreement means any joint venture or any entity (i) in which the
Company, directly or indirectly, owns 50% or more of the outstanding capital stock or holds an
equity or similar interest representing 50% or more of the outstanding equity or similar interest
of such entity, (ii) that is a significant subsidiary of the Company as defined under Regulation S-
X of the 1934 Act or (iu7 in which the Company controls or operates. all or part of the business,
operations or administration of such entity) are entities duly organized and validly existing in
good standing under the laws of the jurisdiction in which they are formed, and have the requisite
power and authorization to own their properties and to carry on their business as now being
conducted. Each of the Company and its Subsidiaries is duly qualified as a foreign entity to do
business and is in good standing in every jurisdiction in which its ownership of property or the
nature of the business conducted by it makes such qualification necessary, except to the extent
that the failure to be so qualified or be in good standing would not reasonably be expected to
have a Material Adverse Effect. As used in this Agreement, "Material Adverse Effect" means
any material adverse effect on the, business, properties, assets, operations, results of operations,
condition (financial or otherwise) or prospects of the Company and its Subsidiaries, taken as a
whole, or on the transactions contemplated hereby and the other Transaction Documents or by
the agreements and instruments to-be entered into in connection herewith or therewith, or on the
authority or ability of the Company to perform its obligations under the Transaction Documents
(as defined below). The Company has no Subsidiaries except as set forth on Schedule 3(a).

(b) Authorization; Enforcement; Validity. The Company has the requisite
power and authority to enter into and perform its obligations under this Agreement, the Common
Shares, the Registration Rights Agreement, the Irrevocable Transfer Agent Instructions (as
defined in Section 5(b)), the Warrants and each of the other agreements entered into by the
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parties hereto in connection with the transactions contemplated by this Agreement (collectively,
the "Transaction Documents") and to issue the Securities in accordance with the terms hereof
and thereof. The execution and delivery of the Transaction Documents by the Company and the
consummation by the Company of the transactions contemplated hereby and thereby, including,
without limitation, the issuance of the Common Shares and the Warrants, the reservation for
issuance and issuance of Warrant Shares issuable upon exercise of the Warrants have been duly
authorized by the Company's Board of Directors and other than (i) the filing of a Form D under
Regulation D of the 1933 Act, (ii) the filing with the SEC ofone or more Registration Statements
in accordance with the requirements of the Registration Rights Agreement, (iii) such filings as
are required by the Principal Market (as defined below) and (iv) such filings required under
applicable securities or "Blue Sky" laws of the states of the United States, no further filing,
consent, or authorization is required by the Company, its Board of Directors or its stockholders.
This Agreement and the other Transaction Documents of even date herewith have been duly
executed and when delivered by the Company will constitute the legal, valid and binding
obligations of the Company, enforceable against the Company in accordance with their
respective terms, except as such enforceability may be limited by general principles of equity or
applicable bankruptcy, insolvency, reorganization, moratorium, liquidation or similar laws
relating to, or affecting generally, the enforcement of applicable creditors' rights and remedies.

(c) Issuance of Securities. The issuance of the Common Shares and the
Warrants are duly authorized and are free from all taxes, liens and charges with respect to the
issue thereof. As of the Closing, a number of shares of Common Stock shall have been duly
authorized and reserved for issuance which equals 130% of the maximum number of shares of
Common Stock issuable upon exercise of the Warrants (assuming such exercise occurred at
Closing). The Common Shares and, upon exercise in accordance with the Warrants, the Warrant
Shares, respectively, when issued, will be validly issued, fully paid and nonassessable and free
from all preemptive or similar rights, taxes, liens and charges with respect to the issue thereof,
with the holders being entitled to all rights accorded to a holder of Common Stock. Based in part
upon the accuracy of the representations and warranties of the Buyers' set forth in Article 2,
issuance by the Company of the Securities is, or will be upon issuance, exempt from registration
under the 1933 Act.

(d) No Conflicts. The execution, delivery and performance of the Transaction
Documents by the Company and the consummation by the Company of the transactions
contemplated hereby and thereby (including, without limitation, the issuance of the Common
Shares and the Warrants, and reservation for issuance and issuance of the Warrant Shares) will
not (i) result in a violation of any certificate of incorporation, certificate of formation, any
certificate of designations or other constituent documents of the Company or any of its
Subsidiaries, any capital stock of the Company or any of its Subsidiaries or bylaws of the
Company or any of its Subsidiaries or (ii) conflict with, or constitute a default (or an event which
with notice or lapse of time or both would become a default) in any respect under, or give to
others any rights of termination, amendment, acceleration or cancellation of, any agreement,
indenture or instrument to which the Company or any of its Subsidiaries is a party, or (iii) result
in a violation of any law, rule, regulation, order, judgment or decree (including foreign, federal
and state securities laws and regulations and the rules and regulations of the OTC Bulletin Board
as reported on Bloomberg Financial Markets LP (the "Principal Market")) applicable to the
Company or any of its Subsidiaries or by which any property or asset of the Company or any of
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its Subsidiaries is bound or affected; except in the case of each of clauses (ii) and (iii), such as
could not, individually or in the aggregate, have or reasonably be expected to result in a Material
Adverse Effect.

(e) Consents. Other than as contemplated in Section 3(b), and otherwise as
set forth on Schedule 3(e), the Company is not required to obtain any consent, authorization or
order of, or make any filing or registration with, any court, governmental agency or any
regulatory or self-regulatory agency or any other Person in order for it to execute, deliver or
perform any of its obligations under or contemplated by the Transaction Documents, in each case
in accordance with the terms hereof or thereof. All consents, authorizations, orders, filings and
registrations which the Company is required to obtain pursuant to the preceding sentence have
been obtained or effected on or prior to the Closing Date (other than those which the Company is
not required to obtain in accordance with the Transaction Documents until after the Closing
Date) and the Company and its Subsidiaries are unaware of any facts or circumstances which
might prevent the Company from obtaining or effecting any of the registration, application or
filings pursuant to the preceding sentence. The Company is not in violation of the listing
requirements of the Principal Market and has no knowledge ofany facts which would reasonably
lead to delisting or suspension of the Common Stock in the foreseeable future.

(f) Acknowledgment Regarding Buyer's Purchase of Securities. The
Company acknowledges and agrees that each Buyer is acting solely in the capacity of an arm's
length purchaser with respect to the Transaction Documents and the transactions contemplated
hereby and thereby and that no Buyer is (i) an officer or director of the Company, (ii) to the
Company's knowledge, an "affiliate" of the Company (as defined in Rule 144 of the 1933 Act) or
(iii) to the knowledge of the Company; a "beneficial owner" of more than 10% of the shares of
Common Stock (as defined for purposes of Rule 13d-3 of the Securities Exchange Act of 1934,
as amended (the "1934 Act")). The Company further acknowledges that no Buyer is acting as a
financial advisor or fiduciary of the Company or any of its Subsidiaries (or in any similar
capacity) with respect to the Transaction Documents and the transactions contemplated hereby
and thereby, and any advice given by a Buyer or any of its representatives or agents in
connection with the Transaction Documents and the transactions contemplated hereby and
thereby is merely incidental to such Buyer's purchase of the Securities. The Company further.
represents to each Buyer that the Company's decision to enter into the Transaction Documents
has been based solely on the independent evaluation by the Company and its representatives.

(g) No General Solicitation, Placement Agent's Fees. Neither the Company,
nor any of its affiliates, nor any Person acting on its or their behalf, has engaged in any form of
general solicitation or general advertising (within the meaning of Regulation D) in connection
with the offer or sale of the Securities. The Company shall be responsible for the payment of
any placement agent's fees, financial advisory fees, or brokers' commissions (other than for
persons engaged by any Buyer or its investment advisor) relating to or arising out of the
transactions contemplated hereby. The Company shall pay, and hold each Buyer harmless
against, any liability, loss or expense (including, without limitation, attorney's fees and out-of-
pocket expenses) arising in connection with any such claim. The Company has not engaged any
placement agent or other agent in connection with the sale of the Securities.
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(h) No Integrated Offering. None of the Company, its Subsidiaries, any of
their affiliates, and any Person acting on their behalf has, directly or indirectly, made any offers
or sales of any security or solicited any offers to buy any security, under circumstances that
would require registration of any of the Securities under the 1933 Act or cause this offering of
the Securities to be integrated with prior offerings by the Company for purposes of the 1933 Act
or any applicable stockholder approval provisions, including, without limitation, under the rules
and regulations of any exchange or automated quotation system on which any of the securities of
the Company are listed or designated. None of the Company, its Subsidiaries, their affiliates and
any Person acting on their behalf will take any action or steps referred to in the preceding
sentence that would require registration of any of the Securities under the 1933 Act or cause the
offering of the Securities to be integrated with other offerings.

(i) Dilutive Effect. The Company understands and acknowledges that the
number of Warrant Shares issuable upon exercise of the Warrants will increase in certain
circumstances. The Company further acknowledges that its obligation to issue the Warrant
Shares upon exercise of the Warrants in accordance with this Agreement and the Warrants, in
each case, is absolute and unconditional regardless of the dilutive effect that such issuance may
have on the ownership interests of other stockholders of the Company.

0) Application of Takeover Protections;'-Rights Agreement. The Company
and its board of directors have taken all necessary action, if any, in order to render inapplicable
any control share acquisition, business combination, poison pill, (including any distribution under
a rights agreement) or other similar anti-takeover provision under the Articles of Incorporationor
the laws of the jurisdiction of its formation which is or could become applicable to any Buyer as
a result of the transactions contemplated by this Agreement, including, without limitation, the
Company's issuance of the Securities and any Buyer's ownership of the Securities. The
Company has not adopted a stockholder rights plan or similar arrangement relating to
accumulations of beneficial ownership of Common Stock or a change in control of the Company.

(k) SEC Documents, Financial Statements. Except as disclosed in Schedule
3k , since October 7, 2005, the Company has filed all reports, schedules, forms, statements and
other documents required to be filed by it with the SEC pursuant to the reporting requirements of
the 1934 Act (all of the foregoing filed prior to the date hereofand all exhibits included therein
and financial statements, notes and schedules thereto and documents incorporated by reference
therein being hereinafter referred to as the "SEC Documents"). The Company has delivered to
the Buyers or their respective representatives true, correct and complete copies of the SEC
Documents not available on the EDGAR system. As of their respective dates, the SEC
Documents complied in all material respects with the requirementsof the 1934 Act-and the rules
and regulations of the SEC promulgated thereunder applicable to the SEC Documents, and none
of the SEC Documents, at the time they were filed with the SEC, contained any untrue statement
of a material fact or omitted to state a material fact required to be stated therein or necessary in
order to make the statements therein, in the light of the circumstances under which they were
made, not misleading. As of their respective dates, the financial statements of the Company
included in the SEC Documents complied as to form in all material respects with applicable
accounting requirements and the published rules and regulations of the SEC with respect thereto.
Such financial statements have been prepared in accordance with generally accepted accounting
principles, consistently applied, during the periods involved (except (i) as may be otherwise
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indicated in such financial statements or the notes thereto, or (ii) in the case of unaudited interim
statements, to the extent they may exclude footnotes or may be condensed or summary
statements) and fairly present in all material respects the financial position of the Company as of
the dates thereof and the results of its operations and cash flows for the periods then ended
(subject, in the case of unaudited statements, to normal year-end audit adjustments). No other
information provided by or on behalf of the Company to the Buyers which is not included in the
SEC Documents, including, without limitation, information referred to in Section 2(d) of this
Agreement, contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements therein, in the light of the circumstance under which
they are or were made and not misleading.

(1) Absence of Certain Changes. Except as disclosed in Schedule 3(1), since
December 31, 2005, there has been no material adverse change and no material adverse
development in the business, properties, operations, condition (financial or otherwise), results of
operations or prospects of the Company or its Subsidiaries.. Except as disclosed in Schedule
3 1 since October 7, 2005, the Company has not (i) declared or paid any dividends, (ii) sold any
assets, individually or in the aggregate, in excess of $100,000 outside of the ordinary course of
business or (iii) had capital expenditures, individually or in the aggregate, in excess of $100,000.
The Company has not taken any steps to seek protection pursuant to any bankruptcy law nor
does the Company have any knowledge or reason to believe that its creditors intend to initiate
involuntary bankruptcy proceedings or any actual knowledge of any fact which would
reasonably lead a creditor to do so. The Company and its Subsidiaries, individually and on a
consolidated basis, will not, after giving effect to the transactions contemplated hereby to occur
at the Closing, be Insolvent (as defined below). For purposes of this Section 30), "Insolvent"
means, with respect to any Person (as defined in Section 3(s)), (i) the present fair saleable value
of such Person's assets is less than the amount required to pay such Person's total Indebtedness
(as defined in Section 3(s)), (ii) such Person is unable to pay its debts and liabilities,
subordinated, contingent or otherwise, as such debts and liabilities become absolute and matured,
(iii) such Person intends to incur or believes that it will incur debts that would be beyond its
ability to pay as such debts mature or (iv) such Person has unreasonably small capital with which
to conduct the business in which it is engaged as such business is now conducted and is proposed
to be conducted.

(m) No Undisclosed Events, Liabilities, Developments or Circumstances. No
event, liability, development or circumstance has occurred or exists, or is contemplated to occur
with respect to the Company, its Subsidiaries or their respective business, properties, prospects,
operations or financial condition, that would be required to be disclosed by the Company under
applicable securities laws on a registration statement on Form S-1 filed with the SEC relating to
an issuance and sale by the Company of its Common Stock and which has not been publicly
announced.

(n) Conduct of Business; Re atory Permits. Neither the Company nor its
Subsidiaries is in violation of any term of or in default under its Articles of Incorporation, any
certificate of designations of any outstanding series of preferred stock of the Company or Bylaws
or their organizational charter or bylaws, respectively. Neither the Company nor any of its
Subsidiaries is in violation of any judgment, decree or order or any statute, ordinance, rule or
regulation applicable to the Company or its Subsidiaries, and neither the Company nor any of its
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Subsidiaries will conduct its business in violation of any of the foregoing, except for possible
violations which could not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect. Without limiting the generality of the foregoing, the Company is not in
violation of any of the rules, regulations or requirements of the Principal Market and has no
knowledge of any facts or circumstances that would reasonably lead to delisting or suspension of
the Common Stock by the Principal Market in the foreseeable future. Since October 7, 2005, the
Common Stock has been designated for quotation on the Principal Market. Since December 31,
2005, (1) trading in the Common Stock has not been suspended by the SEC or the Principal
Market and (ii) the Company has received no communication, written or oral, from the SEC or
the Principal Market regarding the suspension or delisting of the Common Stock from the
Principal Market. The Company and its Subsidiaries possess all certificates, authorizations and
permits issued by the appropriate regulatory authorities necessary to conduct their respective
businesses, except where the failure to possess such certificates, authorizations or permits would
not have, individually or in the aggregate, a Material Adverse Effect, and neither the Company
nor any such Subsidiary has received any notice of proceedings relating to the revocation or
modification of any such certificate, authorization or permit. -

(o) Foreign Corrupt Practices. Neither the Company, nor any of its
Subsidiaries, nor any director, officer, agent, employee or other Person acting on behalf of the
Company or any of its Subsidiaries has, in the course of its actions for, or on behalf of, the
Company or any of its Subsidiaries (i) used any corporate funds for any unlawful contribution,
gift, entertainment or other unlawfu expenses relating to political activity; (ii) made any direct
or indirect unlawful payment to any foreign or domestic government official or employee from
corporate funds; (iii) violated or is in violation of any provision of the U.S. Foreign Corrupt
Practices Act of 1977, as amended; or (iv) made any unlawful bribe, rebate, payoff, influence
payment, kickback or other unlawful payment to any foreign or domestic government official or
employee.

(p) Sarbanes-Oxley Act. The Company is in compliance ;with any and all
applicable requirements of the Sarbanes-Oxley Act of 2002 that are effective as of the date
hereof, and any and all applicable rules and regulations promulgated by the SEC thereunder that
are effective as of the date hereof.

(q) Transactions With Affiliates. Except as set forth in the SEC Documents
filed at least ten (10) days prior to the date hereof and other than the grant of stock options
disclosed on Schedule 3(a), none of the officers, directors or employees of the Company or any
of its Subsidiaries is presently a party to any transaction with the Company or any of its
Subsidiaries (other than for ordinary course services as employees, officers or directors),
including any contract, agreement or other arrangement providing for the furnishing of services
to or by, providing for rental of real or personal property to or from, or otherwise requiring
payments to or from any such officer, director or employee or, to the knowledge of the
Company, any corporation, partnership, trust or other entity in which any such officer, director,
or employee has a substantial interest or is an officer, director, trustee or partner.

(r) Equity Capitalization. The Company's capitalization is set forth on
Schedule 3(r). All of such outstanding shares have been, or upon issuance will be, validly issued
and are fully paid and nonassessable. Except as disclosed in Schedule 3(r): (i) none of the
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Company's capital stock is subject to preemptive rights or any other similar rights or any liens or
encumbrances suffered or permitted by the Company; (ii) there are no outstanding options,
warrants, scrip, rights to subscribe to, calls or commitments of any character whatsoever relating
to, or securities or rights convertible into, or exercisable or exchangeable for, any capital stock of
the Company or any of its Subsidiaries, or contracts, commitments, understandings or
arrangements by which the Company or any of its Subsidiaries is or may become bound to issue
additional capital stock of the Company or any, of its Subsidiaries or options, warrants, scrip,
rights to subscribe to, calls or commitments of any character whatsoever relating to, or securities
or rights convertible into, or exercisable or exchangeable for, any capital stock of the Company
or any of its Subsidiaries; (iii) there are no outstanding debt securities, notes, credit agreements,
credit facilities or other agreements, documents or instruments evidencing Indebtedness of the
Company or any of its Subsidiaries or by which the Company or any of its Subsidiaries is or may
become bound; (iv) there are no financing statements securing obligations in any material
amounts, either singly or in the aggregate, filed in connection with the Company or any of its
Subsidiaries; (v) there are no agreements or arrangements under which the Company or any of its
Subsidiaries is obligated to register the sale of any of their securities under the 1933 Act (except
pursuant to the Registration Rights Agreement); (vi) there are no outstanding securities or
instruments of the Company or any of its Subsidiaries which contain any redemption or similar
provisions, and there are no contracts, commitments, understandings or arrangements by which
the Company or any of its Subsidiaries is or may become bound to redeem a security of the
Company or any of its Subsidiaries; (vii) there are no securities or instruments containing anti-
dilution or similar provisions that will be triggered by the issuance of the Securities; (viii) the
Company does not have any stock appreciation rights or "phantom stock" plans or agreements or
any similar plan or agreement; and (ix) the Company and its Subsidiaries haveno liabilities or
obligations required to be disclosed in the SEC Documents but not so disclosed in the SEC
Documents, other than those incurred in the ordinary course of the Company's or its Subsidiaries'
respective businesses and which, individually or in the aggregate, do not or would not have a
Material Adverse Effect. The Company has furnished to the Buyers true, correct and complete
copies of the Company's Articles of Incorporation, as amended and as in effect on the date hereof
(the "Articles of Incorporation"), and the Company's Bylaws, as amended and as in effect on
the date hereof (the "Bylaws"), and the terms of all securities convertible into, or exercisable or
exchangeable for, shares of Common Stock and the material rights of the holders thereof in
respect thereto. Schedule 3(r) sets forth the shares of Common Stock owned beneficially or of
record and Common Stock Equivalents (as defined below) held by each director and executive
officer.

(s) Indebtedness and Other Contracts. Except as disclosed in Schedule 3(s),
neither the Company nor any of its Subsidiaries (i) has any outstanding Indebtedness (as defined
below), (ii) is a party to any contract, agreement or instrument, the violation of which, or default
under which, by the other party(ies) to such contract, agreement or instrument could reasonably
be expected to result in a Material Adverse Effect, (iii) is in violation ofany term of or in default
under any contract, agreement or instrument relating to any Indebtedness, except where such
violations and defaults would not result, individually or in the aggregate, in a Material Adverse
Effect, or (iv) is a party to any contract, agreement or instrument relating to any Indebtedness,
the performance of which, in the judgment of the Company's officers, has or is expected to have
a Material Adverse Effect. Schedule 3(s) provides a detailed description of the material terms of
any such outstanding Indebtedness. For purposes of this Agreement: (x) "Indebtedness" ofany
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Person means, without duplication (A) all indebtedness for borrowed money, (B) all obligations
issued, undertaken or assumed as the deferred purchase price of property or services, including
(without limitation) "capital leases" in accordance with generally accepted accounting principles
(other than trade payables entered into in the ordinary course of business), (C) all reimbursement
or payment obligations with respect to letters of credit, surety bonds and other similar
instruments, (D) all obligations evidenced by notes, bonds, debentures or similar instruments,
including obligations so evidenced incurred in connection with the acquisition of property, assets
or businesses, (E) all indebtedness created or arising under any conditional sale or other title
retention agreement, or incurred as financing, in either case with respect to any property or assets
acquired with the proceeds of such indebtedness (even though the rights and remedies of the
seller or bank under such agreement in the event of default are limited to repossession or sale of
such property), (1) all monetary obligations under any leasing or similar arrangement which, in
connection with generally accepted accounting principles, consistently applied for the periods
covered thereby, is classified as a capital lease, (G) all indebtedness referred to in clauses (A)
through (F) above secured by (or for which the holder of such Indebtedness has an existing right,
contingent or otherwise, to be secured by) any mortgage, lien, pledge, charge, security interest or
other encumbrance upon or in any property or assets (including accounts and contract rights)
owned by any Person, even though the Person which owns such assets or property has not
assumed or become liable for the payment of such indebtedness, and (H) all Contingent
Obligations in respect of indebtedness or obligations of others of the kinds referred to in clauses
(A) through (G) above; (y) "Contingent Obligation" means, as to any Person, any direct or
indirect liability, contingent or otherwise, of that Person with respect to any indebtedness, lease,
dividend or other obligation of another Person if the primary purpose or intent of the Person
incurring such liability, or the primary effect thereof, is to provide assurance to the obligee of
such liability that such liability will be paid or discharged, or that any agreements relating thereto
will be complied with, or that the holders of such liability will be protected (in whole or in part)
against loss with respect thereto; and (z) "Person" means an individual, a limited liability
company, a partnership, a joint venture, a corporation, a trust, an unincorporated organization
and a government or any department or agency thereof.

(t) Absence of Litigation. Except as set forth on Schedule 3(s), there is no
action, suit, proceeding or investigation ''before or by the Principal Market, any court, public
board, government agency, self-regulatory organization or body pending or, to the, knowledge of
the Company, threatened against or affecting the Company or any of its Subsidiaries, the
Common Stock or any of the Company's Subsidiaries` or any of the ' Company's or its
Subsidiaries' officers or directors, whether of a civil or criminal nature or otherwise.

(u) Insurance. The Company and each of its Subsidiaries are insured by
insurers of recognized financial responsibility against such losses and risks and in such amounts
as management of the Company believes to be prudent and customary in the businesses in which
the Company and its Subsidiaries are engaged. Neither the Company nor any such Subsidiary
has been refused any insurance coverage sought or applied for and neither the Company nor any
such Subsidiary has any reason to believe that it will not be able to renew its existing insurance
coverage as and when such coverage expires or to obtain similar coverage from similar insurers
as may be necessary to continue its business at a cost that would not have a Material Adverse
Effect.
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(v) Employee Relations. (i) Neither the Company nor any of its Subsidiaries
is a party to any collective bargaining agreement or employs any member of a union. The
Company and its Subsidiaries believe that their relations with their employees are good. No
executive officer of the Company or any of its Subsidiaries (as defined in Rule 501(f) of the
1933 Act) has notified the Company or any such Subsidiary that such officer intends to leave the
Company or any such Subsidiary or otherwise terminate such officer's employment with the
Company or any such Subsidiary. No executive officer of the Company or any _ of its
Subsidiaries is, or is now expected to be, in violation of any material term of any employment
contract, confidentiality, disclosure or proprietary information agreement, non-competition
agreement, or any other contract or agreement or any restrictive covenant, and the continued
employment of each such executive officer does not subject the Company or any of its
Subsidiaries to any liability with respect to any of the foregoing matters.

(ii) The Company and its Subsidiaries are in compliance with all
federal, state, local and foreign laws and regulations respecting labor, employment and
employment practices and benefits, terms and conditions of employment and wages and
hours, except where failure to be in compliance would not, either individually or in the
aggregate, reasonably be expected to result in a Material Adverse Effect.

(w) Title. The Company and its Subsidiaries have good and marketable title in
fee simple to all real property and good and marketable title to all personal property owned by
them which is material to the business of the Company and its Subsidiaries, in each case free and
clear of all liens, encumbrances and defects except such as do not materially affect the value of
such property and do not interfere with the use made and proposed to be made of such property
by the Company and any of its Subsidiaries. Any real property and facilities held under lease by
the Company and any of its Subsidiaries are held by them under valid, subsisting and enforceable
leases with such exceptions as are not material and do not interfere with fhe use made and
proposed to be made of such property and buildings by the Company and its Subsidiaries.

(x) Intellectual Property Rights. The Company and its Subsidiaries own or
possess adequate rights or licenses to use all trademarks, service marks and all applications and
registrations therefor, trade names, patents, patent rights, copyrights, original works of
authorship, inventions, licenses, approvals, governmental authorizations, trade secrets and other
intellectual property rights ("Intellectual Property Rights") necessary to conduct their
respective businesses as now conducted. None of the Company's registered, or applied for,
Intellectual Property Rights have expired or terminated or have been abandoned, or are expected
to expire or terminate or expected to be abandoned, within three years from the date of this
Agreement. The Company does not have any knowledge of any infringement by the Company
or its Subsidiaries of Intellectual Property Rights of others. There is no claim, action or
proceeding being made or brought, or to the knowledge of the Company, being threatened,
against the Company or any of its Subsidiaries regarding its Intellectual Property Rights. The
Company is unaware of any facts or circumstances which might give rise to any of the foregoing
infringements or claims, actions or proceedings. The Company and its Subsidiaries have taken
reasonable security measures to protect the secrecy, confidentiality and value of all of their
Intellectual Property Rights.
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(y) Environmental Laws. The Company and its Subsidiaries (i) are in
compliance with any and all Environmental Laws (as hereinafter defined), (ii) have received all
permits, licenses or other approvals required of them under applicable Environmental Laws to
conduct their respective businesses and (iii) are in compliance with all terms and conditions of
any such permit, license or approval where, in each of the foregoing clauses (i), (ii) and (iii), the
failure to so comply could be reasonably expected to have, individually or in the aggregate, a
Material Adverse Effect. The term "Environmental Laws" means all federal, state, local or
foreign laws relating to pollution or protection of human health or the environment (including,
without limitation, ambient air, surface water, groundwater, land surface or subsurface strata),
including, without limitation, laws relating to emissions, discharges, releases or threatened
releases of chemicals, pollutants, contaminants, or toxic or hazardous substances or wastes
(collectively, "Hazardous Materials") into the environment, or otherwise relating to the
manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of
Hazardous Materials, as well as all authorizations, codes, decrees, demands or demand letters,
injunctions, judgments, licenses, notices or notice letters, orders, permits, plans or regulations
issued, entered, promulgated or approved thereunder.

(z) Subsidiary Rights. The Company or one of its Subsidiaries has the
unrestricted right to vote, and (subject to limitations imposed by applicable law) to receive
dividends and distributions, on, all capital securities of its Subsidiaries as owned by the Company
or such Subsidiary.

(aa) Investment Company. The Company is not, and upon consummation of
the sale of the Securities will not be, an "investment company," a company controlled by an
"investment company" or an "affiliated person" of, or "promoter" or "principal underwriter" for,
an "investment company" as such terms are defined in the Investment Company Act of 1940, as
amended.

(bb) Tax Status. The Company and each of its Subsidiaries (i) has made or
filed all foreign, federal and state income and all other tax returns, reports and declarations
required by any jurisdiction to which it is subject, (ii) has paid all taxes and other governmental
assessments and charges that are material in amount, shown or determined to be due on such
returns, reports and declarations, except those being contested in good faith and (iii) has set aside
on its books provision reasonably adequate for the payment of all taxes for periods subsequent to
the periods to which such returns, reports or declarations apply. There are no unpaid taxes in any
material amount claimed to be due by the taxing authority ofany jurisdiction, and the officers of
the Company know of no basis for any such claim.

(cc) Internal Accounting and Disclosure Controls. The °Company and each of
its Subsidiaries maintain a system of internal accounting controls sufficient to provide reasonable
assurance that (i) transactions are executed in accordance with management's. general or specific
authorizations, (ii) transactions are recorded as necessary to permit preparation of financial
statements in conformity with generally accepted accounting principles and to maintain asset and
liability accountability, (iii) access to assets or incurrence of liabilities is permitted only in
accordance with management's general or specific authorization and (iv) the recorded
accountability for assets and liabilities is compared with the existing assets and liabilities at
reasonable intervals and appropriate action is taken with respect to any difference. The
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Company maintains disclosure controls and procedures (as such term is defined in Rule 13a-14
under the 1934 Act) that are effective in ensuring that information required to be disclosed by the
Company in the reports that it files or submits under the 1934 Act is recorded, processed,
summarized and reported, within the time periods specified in the rules and forms of the SEC,
including, without limitation, controls and procedures designed in to ensure that information
required to be disclosed by the Company in the reports that it files or submits under the 1934 Act
is accumulated and communicated to the Company's management, including its principal
executive officer or officers and its principal financial officer or officers, as appropriate, to allow
timely decisions regarding required disclosure. Since October 7, 2005, neither the Company nor
any of its Subsidiaries have received any notice or correspondence from any accountant
identifying a material weakness in any part of the system of internal accounting controls of the
Company or any of its Subsidiaries which is not specified in the Company's Annual Report on
Form 10-KSB for the fiscal year ended December 31, 2005.

i

(dd) Off Balance Sheet Arrangements. There is no transaction, arrangement, or
other relationship between the Company and an unconsolidated or other off balance sheet entity,
that is required to be disclosed by. the Company in its Exchange Act filings and is not so
disclosed or that otherwise would be reasonably likely to have a Material Adverse Effect.

(ee) Form SB-2 Eligibility. The Company is eligible to register the Warrant
Shares for resale by the Buyers using Form SB-2 promulgated under the 1933 Act.

(ft) Transfer Taxes. On the Closing Date, all stock transfer or other taxes
(other than income or similar taxes) which are required to be paid in connection with the sale and
transfer of the Securities to be sold to each Buyer hereunder will be, or will have been, fully paid
or provided for by the Company, and all laws imposing such taxes will be or will have been
complied with.

(gg) Manipulation of Price. The Company has not, and to its knowledge no
one acting on its behalf has, (i) taken, directly or indirectly, any action designed to cause or to
result in the stabilization or manipulation of the price of any security of the Company to facilitate
the sale or resale of any of the Securities, (ii) sold, bid for, purchased, or paid any compensation
for soliciting purchases of, any of the Securities, or (iii) paid or agreed to pay to any person any
compensation for soliciting another to purchase any other securities of the Company.

(hh) Acknowledgement Regarding Buyers' Trading Activity. It is understood
and acknowledged by the Company (i) that following the public disclosure of the transactions
contemplated by the Transaction Documents in accordance with the terms hereof, none of the
Buyers have been asked to agree, nor has any Buyer agreed, to desist from purchasing or selling,
long and/or short, securities of the. Company, or "derivative" securities based on securities issued
by the Company or to hold the Securities for any specified term (ii) that any Buyer, and counter
parties in "derivative" transactions to which any such Buyer is a party, directly or indirectly,
which were established prior to their learning of the transactions contemplated by the
Transaction Documents, presently may have a "short" position in the Common Stock, and (iii)
that each Buyer shall not be deemed to have any affiliation with or control over any arm's length
counter-party in any "derivative" transaction. The Company further understands and
acknowledges that, following the public disclosure of the transactions contemplated by the
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Transaction Documents in accordance with the terms hereof, (a) one or more Buyers may engage
in hedging and/or trading activities at various times during the period that the Securities are
outstanding, including, without limitation, during the periods that the value of the Warrant
Shares deliverable with respect to Securities are being determined and (b) such hedging and/or
trading activities, if any, can reduce the value of the existing stockholders' equity interest in the
Company both at and after the time the hedging and/or trading activities are being conducted.
The Company acknowledges that such aforementioned hedging and/or trading activities do not
constitute a breach of this Agreement, the Warrants or any of the documents executed in
connection herewith.

(ii) U.S. Real Property Holding Corporation. The Company is not, nor has
ever been, a U.S. real property holding corporation within the meaning of Section 897 of the
Internal Revenue Code of 1986, as amended, and the Company shall so certify upon Buyer's
request.

Gj) Disclosure. The. Company confirms that neither it nor any other Person
acting on its behalf has provided any of the Buyers or their agents or counsel with any
information that constitutes material, nonpublic information concerning the Company or its
Subsidiaries other than the existence of the transactions contemplated by this Agreement or the
other Transaction Documents. The Company understands and confirms that each of the Buyers
will rely on the foregoing representations in effecting transactions in securities of the Company.
All disclosure provided to the Buyers regarding the Company, its business and the transactions
contemplated hereby, including the Schedules to this Agreement, Runished by or on behalf of the
Company is true and correct and does not contain any untrue statement of a material fact or omit
to state any material fact necessary in order to make the statements made therein, in the light of
the circumstances under which they were made, not misleading. Each press release issued by the
Company or any of its Subsidiaries during the twelve (12) months preceding the date of this
Agreement did not at the time of release contain any untrue statement of a material fact or omit
to state a material fact required to be stated therein or necessary in order to make the statements
therein, in the light of the circumstances under which they were made, not misleading. No event
or circumstance has occurred or information exists with respect to the Company or any of its
Subsidiaries or its or their business, properties, prospects, operations or financial conditions,
which, under applicable law, rule or regulation, requires public disclosure or announcement by
the Company but which has not been so publicly announced or disclosed.

4. COVENANTS.

(a) Best Efforts. Each party shall use its best efforts timely to satisfy each of
the conditions to be satisfied by it as provided in Sections 6 and 7 of this Agreement.

(b) Form D and Blue Skv. The Company agrees to file a Form D with respect
to the Securities as required under Regulation D and to provide a copy thereof to each Buyer
promptly after such filing. The Company shall, on or before the Closing Date, take such action
as the Company shall reasonably determine is necessary in order to obtain an exemption for or to
qualify the Securities for sale to the Buyers at the Closing pursuant to this Agreement under
applicable securities or "Blue Sky" laws of the states of the United States (or to obtain an
exemption from such qualification), and shall provide evidence of any such action so taken to the
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Buyers on or prior to the Closing Date. The Company shall make all filings and reports relating
to the offer and sale of the Securities required under applicable securities or "Blue Sky" laws of
the states of the United States following the Closing Date.

(c) Reporting Status. Until the date on which the Investors (as defined in the
Registration Rights Agreement) shall have sold all the Common Shares and Warrant Shares and
none of the Warrants are outstanding (the "Reporting Period"), the Company shall file all
reports required to be filed with the SEC pursuant to the 1934 Act, and the Company shall not
terminate its status as an issuer required to file reports under the 1934 Act even if the 1934 Act
or the rules and regulations thereunder would otherwise permit such termination.

(d) Use of Proceeds. The Company will use the proceeds from the sale of the
Securities for general corporate and for working capital purposes, provided, however, that the
Company may not use the proceeds from the sale of the Securities for (i) the repayment of any
other outstanding Indebtedness of the Company or any of its Subsidiaries or (ii) the redemption
or repurchase of any of its or, its Subsidiaries' equity securities.

(e) Financial Information. The Company agrees to send the following to each
Investor (as defined in the Registration Rights Agreement) during the Reporting Period (i) unless
the following are filed with the SEC through EDGAR and are available to the public through the
EDGAR system, within one (1) Business Day after the filing thereof with the SEC, a copy of its
Annual Reports on Form 10-K or 10-KSB, any interim reports or any consolidated balance
sheets, income statements, stockholders' equity statements and/or cash flow statements for any
period other than annual, any Current Reports on Form 8-K and any registration statements
(other than on Form S-8) or amendments filed pursuant to the 1933 Act, (ii) on the same day as
the release thereof, if not publicly filed, facsimile or e-mailed copies of all press releases issued
by the Company or any of its Subsidiaries, and (iii) copies of any notices and other information
made available or given to the stockholders of the Company generally, contemporaneously with
the making available or giving thereof to the stockholders. As used herein, "Business Day"
means any day other than Saturday, Sunday or other day on which commercial banks in The City
of New York are authorized or required by law to remain closed.

(f) Listing. The Company shall promptly secure the listing of all of the
Registrable Securities (as defined in the Registration Rights Agreement) upon each national
securities exchange and automated quotation system, if any, upon which the Common Stock is
then listed (subject to official notice of issuance) and shall maintain such listing of all
Registrable Securities from time to time issuable under the terms of the Transaction Documents.
The Company shall maintain the Common Stocks' authorization for quotation on the Principal
Market. Neither the Company nor any of its Subsidiaries shall take any action which would be
reasonably expected to result in the delisting or suspension of the Common Stock on the
Principal Market. The Company shall pay all fees and expenses in connection with satisfying its
obligations under this Section 4(f).

(g) Fees. The Company shall reimburse Castlerigg Master Investments Ltd.
(a Buyer) ("Castlerigg") or its designee(s) (in addition to any other expense amounts paid to any
Buyer prior to the date of this Agreement) for all reasonable documentation costs and expenses
incurred in connection with the transactions contemplated by the Transaction Documents
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(including all reasonable legal fees and disbursements in connection therewith, documentation
and implementation of the transactions contemplated by the Transaction Documents and due
diligence in connection therewith), which amount shall be withheld by such Buyer from its
Purchase Price at the Closing. The Company shall be responsible for the payment of any
placement agent's fees, financial advisory fees, or broker's commissions (other than for Persons
engaged by any Buyer) relating to or arising out of the transactions contemplated hereby. The
Company shall pay, and hold each Buyer harmless against, any liability, loss or expense
(including, without limitation, reasonable attorney's fees and out-of-pocket expenses) arising in
connection with any claim against a Buyer relating to any such payment. Except as otherwise set
forth in the Transaction Documents, each party to this Agreement shall bear its own expenses in
connection with the sale of the Securities to the Buyers.

(h) Pledge of Securities. The Company acknowledges and agrees that the
Securities may be pledged by an Investor (as defined in the Registration Rights Agreement) in
connection with a bona fide margin agreement or other loan or financing arrangement that is
secured by the Securities. The pledge of Securities shall not be deemed to be a transfer, sale or
assignment of the Securities hereunder, and no Investor effecting a pledge of Securities shall be
required to provide the Company with any notice thereof or otherwise make any delivery to the
Company pursuant to this Agreement or any other Transaction Document, including, without
limitation, Section 2(f) hereof; provided that an Investor and its pledgee shall be required to
comply with the provisions of Section 2(f) hereof in order to effect a sale, transfer or assignment
of Securities to such pledgee. The Company hereby agrees to execute and deliver such
documentation as a pledgee of the Securities may reasonably request in connection with a pledge
of the Securities to such pledgee by an Investor.

(i) Disclosure of Transactions and Other Material Information. On or before
8:30 am., New York City time, on the first Business Day following the date of this Agreement,
the Company shall issue a press release and file a Current Report on Form 8-K describing the
terms of the transactions contemplated by the Transaction Documents in the form required by the
1934 Act and attaching the material Transaction Documents (including, without limitation, this
Agreement (and all schedules to this Agreement), the form of the Warrant and the form of the
Registration Rights Agreement) as exhibits to such filing (including all attachments, the "8-K
Filing" ).. From and after the filing of the 8-K Filing with -the SEC, no Buyer shall be in
possession of any material, nonpublic information received from the Company, any of its
Subsidiaries or any of its respective officers, directors, employees or agents, that is not disclosed
in the 8-K Filing. The Company shall not, and shall cause each of its Subsidiaries and its and
each of their respective officers, directors, employees and agents, not to, provide any Buyer with
any material, nonpublic information regarding the Company or any of its Subsidiaries from and
after the filing of the 8-K Filing with the SEC without the express written consent of such Buyer
or as may be required under the terms of the Transaction Documents. If a Buyer has, or believes
it has, received any such material, nonpublic information regarding the Company or any of its
Subsidiaries, it shall provide the Company with written notice thereof. The Company shall,
within five (5) Trading Days (as defined in the Warrant) of receipt of such notice, make public
disclosure of such material, nonpublic information. In the event of a breach of the foregoing
covenant by the Company, any of its Subsidiaries, or any of its or their respective officers,
directors, employees and agents, in addition to any other remedy provided "herein or in the
Transaction Documents, a Buyer shall have the right to make a public disclosure, in the form of a
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press release, public advertisement or otherwise, of such material, nonpublic information without
the prior approval by the Company, its Subsidiaries, or any of its or their respective officers,
directors, employees or agents. No Buyer shall have any liability to the Company, its
Subsidiaries, or any of its or their respective officers, directors, employees, stockholders or
agents for any such disclosure. Subject to the foregoing, neither the Company, its Subsidiaries
nor any Buyer shall issue any press releases or any other public statements with respect to the
transactions contemplated hereby; provided, however, that the Company shall be entitled,
without the prior approval of any Buyer, to make any press release or other public disclosure
with respect to such transactions (i) in substantial conformity with the 8-K Filing and
contemporaneously therewith and (ii) as is required by applicable law and regulations (provided
that in the case of clause (i) each Buyer shall be consulted by the Company in connection with
any such press release or other public disclosure prior to its release). Without the prior written
consent of any applicable Buyer, neither the Company nor any of its Subsidiaries or affiliates
shall disclose the name of such Buyer in any filing, announcement, release or otherwise, unless
such disclosure is required by law, regulation or the Principal Market.

(j) Additional Warrants; Variable Securities; Dilutive Issuances. So long as
any Warrants remain outstanding, the Company will not issue any Warrants other than to the
Buyers as contemplated hereby and the Company shall not issue any other securities that would
cause a breach or default under the Warrants. For so long as any Warrants remain outstanding,
the Company shall not,. in any manner, issue or sell any rights, warrants or options to subscribe
for or purchase Common Stock or directly or indirectly exchangeable or exercisable for
Common Stock at a price which varies or may vary with the market price of the Common Stock,
including by way of one or more reset(s) to any fixed price (other than pursuant to antidilution
provisions) unless the exchange or exercise price of any such security cannot be less than the
then applicable Exercise Price (as defined in the Warrants) with respect to the Common Stock
into which any Warrant is exercisable. For long as any Warrants remain. outstanding, the
Company shall not, in any manner, enter into or affect any Dilutive Issuance (as defined in the
Warrants) if the effect of such Dilutive Issuance is to cause the Company to be required to issue
upon exercise of any Warrant any shares of Common Stock in excess of that number of shares of
Common Stock which the Company may issue upon exercise of the Warrants without breaching
the Company's obligations under the rules or regulations of the Eligible Market (as defined in the
Registration Rights Agreement).

(k) Reservation of Shares. So long . as any Buyer owns any Warrant, the
Company shall take all action necessary to at all times have authorized, and reserved for the
purpose of issuance, no less than 130% of the number of shares of Common Stock-issuable upon
exercise of the Warrants then outstanding (without taking into account any limitations on the
exercise of the Warrants set forth in Warrants).

(1) Conduct of Business. The business of the Company and its Subsidiaries
shall not be conducted in violation of any law, ordinance or regulation of any governmental
entity, except where such violations would not result, either individually or in the aggregate, in a
Material Adverse Effect.

(m) Corporate Existence. So long as any Warrants remain outstanding, the
Company shall not be party to any Fundamental Transaction (as defined in the Warrants) unless
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the Company is in compliance with the applicable provisions governing Fundamental
Transactions set forth in the Warrants.

(n) Additional Issuances of Securities.

apply.
(i) For purposes of this Section 4(n), the following definitions shall

(1) "Convertible Securities" means any stock or securities
(other than Options) convertible into or exercisable or exchangeable for shares of
Common Stock.

(2) "Options" means any rights, warrants or options to
subscribe for. or purchase shares of Common Stock or Convertible Securities.

(3) "Common Stock Equivalents" means, collectively,
Options and Convertible Securities.

(ii) From the date hereof until the date that is thirty (30) calendar days
following the Effective Date (as defined in the Registration Rights Agreement) (the "Trigger
Date"), the Company will not, directly or indirectly, offer, sell, grant any option to purchase,
or otherwise dispose of (or announce any offer, sale, grant or any option to purchase or other
disposition of) any of its or its Subsidiaries' equity or equity equivalent securities, including
without limitation any debt, preferred stock or other instrument or security that is, at any time
during its life and under any circumstances, convertible into or exchangeable or exercisable
for shares of Common Stock or Common Stock Equivalents (any such offer, sale, grant,
disposition or announcement being referred to as a "Subsequent.Placement").

(iii) For a period of 24 months following the Effective Date (as defined
in the Registration Rights Agreement), the Company will not, directly or indirectly, effect
any Subsequent Placement unless the Company shall have first complied with this Section
4(o)(iii).

(1) The Company shall deliver to each Buyer (each an
"Eligible Buyer") a written notice (the "Offer Notice") of any proposed or intended
issuance or sale or exchange '(the "Offer") of the securities being offered (the "Offered
Securities") in a Subsequent Placement, which Offer Notice shall (w) identify and
describe the Offered Securities, (x) describe the price and other terms upon which they
are to be issued, sold or exchanged, and the number or amount of the Offered Securities
to be issued, sold or exchanged, (y) identify the persons or entities (if known) to which or
with which the Offered Securities are, to be offered, issued, sold or exchanged and (z)
offer to issue and sell to or exchange with such Eligible Buyers at least 50% of the
Offered Securities, allocated among such Eligible Buyers (a) based on such Eligible
Buyer's pro rata portion of the Common Shares purchased hereunder by Eligible Buyers
(the "Basic Amount"), and (b) with respect to each Eligible Buyer that elects to purchase
its Basic Amount, any additional portion of the Offered Securities attributable to the
Basic Amounts of other Eligible Buyers as such Eligible Buyer shall indicate it will
purchase or acquire should the other Eligible Buyers subscribe for less than their Basic
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Amounts (the "Undersubscription Amount"), which process shall be repeated until the
Buyers shall have an opportunity to subscribe for any remaining Undersubscription
Amount.

(2) To accept an Offer, in whole or in part, such Eligible Buyer
must deliver a written notice to the Company prior to the end of the seventh (7 h)
Business Day after such Eligible Buyer's receipt of the Offer Notice (the "Offer
Period"), setting forth the portion of such Eligible Buyer's Basic Amount that such
Eligible Buyer elects to purchase and, if such Eligible Buyer shall elect to purchase all of
its Basic Amount, the Undersubscription Amount, if any, that such Eligible Buyer elects
to purchase (in either case, the "Notice of Acceptance"). If the Basic Amounts
subscribed for by all Eligible Buyers are less than the total of all of the Basic Amounts,
then each Eligible Buyer who has set forth an Undersubscription Amount in its Notice. of
Acceptance shall be entitled to purchase, in addition to the Basic Amounts subscribed for,
the Undersubscription Amount it has subscribed for; provided, however, that if the
Undersubscription Amounts subscribed for exceed the difference between the total of all
the Basic Amounts and the Basic Amounts subscribed for (the "Available
Undersubscription Amount"), each Eligible Buyer who has subscribed for any
Undersubscription Amount shall be entitled to purchase only that portion of the Available
Undersubscription Amount as the Basic Amount of such Eligible Buyer bears to the total
Basic Amounts of all Eligible Buyers that have subscribed for Undersubscription
Amounts, subject to rounding by the Company to the extent its deems reasonably
necessary.

(3) The Company shall have ten (10) Business Days from the
expiration of the Offer Period above to (i)'offer, issue, sell or exchange all or any part of
such Offered Securities as to which a Notice of Acceptance has not been given by the
Eligible Buyers (the "Refused Securities"), but only to the offerees described in the
Offer Notice (if so described therein) and only upon terms and conditions (including,
without limitation, unit prices and interest rates) that are not more, favorable to the
acquiring person or persons or less favorable to the Company than those set forth in the
Offer Notice and (ii) to publicly announce (a) the execution of such Subsequent
Placement Agreement (as defined below), arid (b). either (x) the consummation of the
transactions contemplated by such Subsequent Placement Agreement or (y) the
termination of such Subsequent Placement Agreement, which shall be. filed with the SEC
on a Current Report on Form 8-K with such Subsequent Placement Agreement and any
documents contemplated therein filed as exhibits thereto (the "Offer 8-10). In the event
of a breach of the foregoing covenant by the Company, any of its Subsidiaries, or any of
its or their respective officers, directors, employees and agents, in addition to any other
remedy provided herein or in the Transaction Documents, a Buyer shall have the right to
make a public disclosure, in the form of a press release, public advertisement or
otherwise, of such material, nonpublic information without the prior approval by the
Company, its Subsidiaries, or any of its or their respective officers, directors, employees
or agents. No Buyer shall have any liability to the Company, its Subsidiaries, or any of
its or their respective officers, directors, employees, stockholders or agents for any such
disclosure.
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(4) In the event the Company shall propose to sell less than all
the Refused Securities (any such sale to be in the manner and on the terms specified in
Section 4(o)(iii)(3) above), then each Eligible Buyer may, at its sole option and in its sole
discretion, reduce the number or amount of the Offered Securities specified in its Notice
of Acceptance to an amount that shall be not less than the number or amount of the
Offered Securities that such Eligible Buyer elected to purchase pursuant to Section
4(o)(iii)(2) above multiplied by a fraction, (i) the numerator of which shall be the number
or amount of Offered Securities the Company actually proposes to issue, sell or exchange
(including Offered Securities to be issued or sold to Eligible Buyers pursuant to Section
4(o)(iii)(3) above prior to such reduction) and (ii) the denominator of which shall be the
original amount of the Offered Securities. In the event that any Eligible Buyer so elects
to reduce the number or amount of Offered Securities specified in its Notice of
Acceptance, the Company may not issue, sell or exchange more than the reduced number
or amount of the Offered Securities unless and until such securities have again been
offered to the Eligible Buyers in accordance with Section 4(o)(iii)(1) above.

(5) Upon the closing of the issuance, sale or exchange of all or
less than all of the Refused Securities, the Eligible Buyers shall acquire from the
Company, and the Company shall issue to the Eligible Buyers, the number or amount of
Offered Securities specified in the Notices of Acceptance, as reduced pursuant to Section
4(o)(iii)(3) above if the Eligible Buyers have so elected, upon the terms and conditions
specified in the Offer. The purchase by the Eligible Buyers of any Offered Securities is
subject in all cases to the preparation, execution and delivery by the Company and the
Eligible Buyers of a purchase agreement relating to such Offered Securities reasonably
satisfactory in form and substance to the Eligible Buyers and their respective counsel.

(6) Any Offered Securities not acquired by the Eligible Buyers
or other persons in accordance with Section 4(o)(iii)(3) above may not be issued, sold or
exchanged until they are again offered to the Eligible Buyers under the procedures
specified in this Agreement.

(iv) The restrictions contained in subsections (ii) and (iii) of this
Section 4(o) shall not apply in connection with the issuance of any Excluded Securities (as
defined in the Warrant).

(v) In exchange for the Company's willingness to agree to these
procedures, each Eligible Buyer hereby irrevocably agrees that it will hold in strict
confidence any and all Offer Notices, the information contained therein, and the fact that the
Company is contemplating a Subsequent Placement, from the date such Eligible Buyer
receives such Offer Notice until the earlier to occur of (1) the date the Offer 8-K is filed with
the SEC and (2) the date such information is disclosed to the public by any Eligible Buyer in
accordance with Section 4(o)(iii)(3) above. Notwithstanding anything in this Section 4(o) to
the contrary, at any time any Eligible Buyer may elect, by delivering written notice to the
Company, not to receive any Offer Notices hereunder and, until such time as such Eligible
Buyer or its successor elects, by delivering written notice to the Company, to receive Offer
Notices hereunder, the Company shall not be obligated to deliver any Offer Notices to such
Eligible Buyer.
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(o) Additional Registration Statements. Until the Effective Date (as defined
in the Registration Rights Agreement), the Company will not file a registration statement under
the 1933 Act relating to securities that are not the Securities.

(p) Stockholder Approval. If at any time the Exchange Cap (as defined in the
Warrants) would limit the aggregate number of shares of Common Stock which the Company
may issue upon exercise of the Warrants, at the written request of holders of a majority of the
Warrant Shares outstanding at such time (as determined assuming full exercise of the Warrants
prior to such date without taking into account any limitations on the exercise of the Warrants set
forth in the Warrants),(the date of such request, the "Stockholder Meeting Request Date"), the
Company shall provide each stockholder entitled to vote at a special or annual meeting of
stockholders of the Company (the "Stockholder Meeting"), which shall be promptly called and
held not later than ninety (90) calendar days after the Stockholder Meeting Request Date (the
"Stockholder Meeting Deadline"), a proxy statement, substantially in the form which has been
previously reviewed by the Buyers and Schulte Roth & Zabel LLP, soliciting each such
stockholder's affirmative vote at the Stockholder Meeting for approval of resolutions providing
for the Company's issuance of all of the Securities as described in the Transaction Documents in
accordance with applicable law and the rules and regulations of the Principal Market and such
affirmative approval being referred to herein as the "Stockholder Approval"), and the Company
shall use its reasonable best efforts to solicit its stockholders' approval of such resolutions and to
cause the Board of Directors of the Company to recommend to the stockholders that they
approve such resolutions. The Company shall be obligated to use its reasonable best efforts to
obtain the Stockholder Approval by the Stockholder Meeting Deadline. If, despite the
Company's reasonable best efforts the Stockholder Approval is not obtained on or prior to the
Stockholder Meeting Deadline, the Company shall cause an additional Stockholder Meeting to
be held every six (6) months thereafter until such Stockholder Approval is obtained or the
Warrants are no longer outstanding.

5. REGISTER; TRANSFER AGENT INSTRUCTIONS.

(a) Register. The Company shall maintain at its principal executive offices
(or such other office or agency of the Company as it may designate by notice to each holder of
Securities), a register for the Common Shares and the Warrants in which the Company shall
record the name and address of the Person in whose name the Common Shares and the Warrants
have been issued (including, the name and address of each transferee), the face amount of
Common Shares held by such Person, the number of Warrant Shares issuable upon exercise of
the Warrants held by such Person and the number of Common Shares held by such Person. The
Company shall keep the register open and available at all times during business hours for
inspection of any Buyer or its legal representatives upon reasonable notice.

(b) Transfer Agent Instructions. The Company shall issue irrevocable
instructions to its transfer agent, and any subsequent transfer agent, to issue certificates or credit
shares to the applicable balance accounts at The Depository Trust Company ("IM"), registered
in the name of each Buyer or its respective nominee(s), for the Common Shares and the Warrant
Shares issued at the Closing or upon exercise of the Warrants in such amounts as specified from
time to time by each Buyer to the Company upon exercise of the Warrants in the form of Exhibit
C attached hereto (the "Irrevocable Transfer Agent Instructions"). The Company warrants
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that no instruction other than the Irrevocable Transfer Agent Instructions referred to in this
Section 5(b), and stop transfer instructions to give effect to Section 2(g) hereof, will be given by
the Company to its transfer agent, and that the Securities shall otherwise be freely transferable on
the books and records of the Company as and to the extent provided in this Agreement and the
other Transaction Documents. Upon a Registration Event or if a Buyer effects a sale, assignment
or transfer of the Securities in accordance with Section 2(f), the Company shall promptly instruct
its transfer agent to issue one or more certificates or credit shares to the applicable balance
accounts at DTC in such name and in such denominations as specified by such Buyer to effect
such sale, transfer or assignment and, with respect to any transfer, shall permit the transfer. In
the event that a Registration Event has occurred or such sale, assignment or transfer involves
Common Shares or Warrant Shares sold, assigned or transferred pursuant to an effective
registration statement or pursuant to Rule 144, the transfer agent shall issue such Securities to the
Buyer, assignee or transferee, as the case may be, without any restrictive legend. The Company
acknowledges that a breach by it of its obligations hereunder will cause irreparable harm to a
Buyer. Accordingly, the Company acknowledges that the remedy at law for a breach of its
obligations under this Section 5(b) will be inadequate and agrees, in the event of a breach or
threatened breach by the Company of the provisions of this Section 5(b), that a Buyer shall be
entitled, in addition to all other available remedies, to an order and/or injunction restraining any
breach and requiring immediate issuance and transfer, without the necessity of showing
economic loss and without any bond or other security being required.

6. CONDITIONS TO THE COMPANY'S OBLIGATION TO SELL.

Closing Date. The obligation of the Company hereunder to issue and sell the
Common Shares and the related Warrants to each Buyer at the Closing is subject to the
satisfaction, at or before the Closing Date, of each of the following conditions, provided that
these conditions are for the Company's sole benefit and may be waived by the Company at any
time in its sole discretion by providing each Buyer with prior written notice thereof.

(a) Such Buyer shall have executed each of the. Transaction Documents to
which it is a party and delivered the same to the Company.

(b) Such Buyer and each other Buyer shall have delivered to the Company the
Purchase Price (less in the case of Castlerigg, the amounts withheld pursuant to Section 4(g)) for
the Common Shares and the related Warrants being purchased by such Buyer at the Closing by
wire transfer of immediately available funds pursuant to the wire instructions provided by the
Company.

(c) The representations and warranties of such Buyer shall be true and correct
in all material respects (except for those representations and warranties that are qualified by
materiality or Material Adverse Effect, which shall be true and correct in all respects) as of the
date when made and as of the Closing Date as though made at that time (except for
representations and warranties that speak as of a specific date, which shall be true and correct as
of such specific date), and such Buyer shall have performed, satisfied and complied in all
material respects with the covenants, agreements and conditions required by this Agreement to
be performed, satisfied or complied with by such Buyer at or prior to the Closing Date.
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7. CONDITIONS TO EACH BUYER'S OBLIGATION TO PURCHASE.

Closing Date. The obligation of each Buyer hereunder to purchase the Common
Shares and the related Warrants at the Closing is subject to the satisfaction, at or before the
Closing Date, of each of the following conditions, provided that these conditions are for each
Buyer's sole benefit and may be waived by such Buyer at any time in its sole discretion by
providing the Company with prior written notice thereof.

(a) The Company shall have duly executed and delivered to such Buyer (i)
each of the Transaction Documents and (ii) the Common Shares (allocated in such amounts as
such Buyer shall request), being purchased by such Buyer at the Closing pursuant to this
Agreement, (iii) the related Warrants (allocated in such amounts as such Buyer shall request)
being purchased by such Buyer at the Closing pursuant to this Agreement.

(b) Such Buyer shall have received the opinion of Scheef & Stone, LLP, the
Company's outside counsel, dated as of the Closing Date, in substantially the form of Exhibit D.
attached hereto.

(c) The Company shall have delivered to such Buyer a copy of the Irrevocable
Transfer Agent Instructions, in the form of Exhibit C attached hereto, which instructions shall
have been delivered to and acknowledged in writing by the Company's transfer agent.

(d) The Company shall have delivered to such Buyer a true copy of certificate
evidencing the formation and good standing of the Company and each of its Subsidiaries in such
entity's jurisdiction of formation issued by the Secretary of State (or comparable office) of such
jurisdiction, as of a date within 10 days of the Closing Date.

(e) The Company shall have delivered to such Buyer a true copy of certificate
evidencing the Company's qualification as a foreign corporation and good standing issued by the
Secretary of State (or comparable office) of each jurisdiction in which the Company conducts
business, as of a date within 10 days of the Closing Date.

(f) The Company shall have delivered to such Buyer a certified copy of the
Articles of Incorporation as certified by the Secretary of State of the State of Delaware within ten
(10) days of the Closing Date.

(g) The Company shall have delivered to such Buyer a certificate, executed by
the Secretary of the Company and dated as of the Closing Date, as to (i) the resolutions
consistent with Section 3(b) as adopted by the Company's Board of Directors in a form
reasonably acceptable to such Buyer, (ii) the Articles of Incorporation and (iii) the Bylaws, each
as in effect at the Closing, in the form attached hereto as Exhibit E.

(h) The representations and warranties of the Company shall be true and
correct in all material respects (except for those representations and warranties that are qualified
by materiality or Material Adverse Effect, which shall be true and correct in all respects) as of
the date when made and as of the Closing Date as though made at that time (except for
representations and warranties that speak as of a specific date, which shall be true and correct as
of such specific date) and the Company shall have performed, satisfied and complied in all
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material respects with the covenants, agreements and conditions required by the Transaction
Documents to be performed, satisfied or complied with by the Company at or prior to the
Closing Date. Such Buyer shall have received a certificate, executed by the Chief Executive
Officer of the Company, dated as of the Closing Date, to the foregoing effect and as to such other
matters as may be reasonably requested by such Buyer in the form attached hereto as Exhibit F.

(i) The Company shall have delivered to such Buyer a letter from the
Company's transfer agent certifying the number of shares of Common Stock outstanding as of a
date within five days of the Closing Date.

0) The Common Stock (1) shall be designated for quotation or listed on the
Principal Market and (II) shall not have been suspended, as of the Closing Date, by the SEC or
the Principal Market from trading on the Principal Market nor shall suspension by the SEC or the
Principal Market have been threatened, as of the Closing Date, either (A) in writing by the SEC
or the Principal Market or (B) by falling below the minimum listing maintenance requirements of
the Principal Market.

(k) The Company shall have obtained all governmental, regulatory or third
party consents and approvals, if any, necessary for the sale of the Securities.

(1) The Company shall have delivered to such Buyer such other documents
relating to the transactions contemplated by this Agreement as such Buyer or its counsel may
reasonably request.

8. TERMINATION. In the event that the Closing shall not have occurred with
respect to a Buyer on or before five (5) Business Days from the date hereof due to the
Company's or such Buyer's failure to satisfy the conditions set forth in Sections 6 and 7 above
(and the nonbreaching party's failure to waive such unsatisfied condition(s)), the nonbreaching
party shall have the option to terminate this Agreement with respect to such breaching party at
the close of business on such date without liability of any party to any other party; provided,
however, that if this Agreement is terminated pursuant to this Section 8, due to the failure of the
Company to satisfy the conditions to Closing set forth in Section 7, the Company shall remain
obligated to reimburse the non-breaching Buyers for their expenses described in Section 4(g)
above.

9. MISCELLANEOUS.

(a) Governing Law; Jurisdiction, Jury Trial. All questions concerning the
construction, validity, enforcement and interpretation of this Agreement shall be governed by the
internal laws of the State of New York, without giving effect to any choice of law or conflict of
law provision or rule (whether of the State of New York or any other jurisdictions) that would
cause the application of the laws of any jurisdictions other than the State of New York. Each
party hereby irrevocably submits to the exclusive jurisdiction of the state and federal courts
sitting in The City of New York, Borough of Manhattan, for the adjudication of any dispute
hereunder or in connection herewith or with any transaction contemplated hereby or discussed
herein, and hereby irrevocably waives, and agrees not to assert in any suit, action or proceeding,
any claim that it is not personally subject to the jurisdiction of any such court, that such suit,
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action or proceeding is brought in an inconvenient forum or that the venue of such suit, action or
proceeding is improper. Each party hereby irrevocably waives personal service of process and
consents to process being served in any such suit, action or proceeding by mailing a copy thereof
to such party at the address for such notices to it under this Agreement and agrees that such
service shall constitute good and sufficient service of process and notice thereof. Nothing
contained herein shall be deemed to limit in any way any right to serve process in any manner
permitted by law. EACH PARTY HEREBY IRREVOCABLY WAIVES ANY RIGHT IT
MAY HAVE, AND AGREES NOT TO REQUEST, A JURY TRIAL FOR THE
ADJUDICATION OF ANY DISPUTE HEREUNDER OR IN CONNECTION WITH OR
ARISING OUT OF THIS AGREEMENT OR ANY TRANSACTION CONTEMPLATED
HEREBY.

(b) Counterparts. This Agreement may be executed in two or more identical
counterparts, all of which shall be considered one and the same agreement and shall become
effective when counterparts have been signed by each party and delivered to the other party;
provided that a facsimile signature shall be considered due execution and shall be binding upon
the signatory thereto with the same force and effect as if the signature were an original, not a
facsimile signature.

(c) Headings. The headings of this Agreement are for convenience of
reference and shall not form part of, or affect the interpretation of, this Agreement.

(d) Severability. If any provision of this Agreement shall be invalid or
unenforceable in any jurisdiction, such invalidity or unenforceability shall not affect the validity
or enforceability of the remainder of this Agreement in that jurisdiction or the validity or
enforceability of any provision of this Agreement in any other jurisdiction.

(e) Entire Agreement; Amendments. This Agreement and the other
Transaction Documents supersede all other prior oral or written agreements between the Buyers,
the Company, their affiliates and Persons acting on their behalf with respect to the matters
discussed herein, and this Agreement, the other Transaction Documents and the instruments
referenced herein and therein contain the entire understanding of the parties with respect to the
matters covered herein and therein and; except as specifically set forth herein or therein, neither
the Company nor any Buyer makes any representation, warranty, covenant or undertaking with
respect to such matters. No provision of this, Agreement may be amended other than by an
instrument in writing signed by the Company and the Required Holders, and any amendment to
this Agreement made in conformity with the provisions of this Section 9(e) shall be binding on
all Buyers and holders of Securities, as applicable. No provision hereof may be waived other
than by an instrument in writing signed by the party against whom enforcement is sought. No
such amendment shall be effective to the extent that it applies to less than all of the holders of the
applicable Securities then outstanding. No consideration shall be offered or paid to any Person
to amend or consent to a waiver or modification of any provision of any of the Transaction
Documents unless the same consideration also is offered to all of the parties to the Transaction
Documents, holders of Common Shares or holders of the Warrants, as the case may be. The
Company has not, directly or indirectly, made any agreements with any Buyers relating to the
terms or conditions of the transactions contemplated by the Transaction Documents except as set
forth in the Transaction Documents. Without limiting the foregoing, the Company confirms that,

10192929.7 -28-

Case 1:07-cv-06385-SAS     Document 1-4      Filed 07/12/2007     Page 28 of 43



except as set forth in this Agreement, no Buyer has made any commitment or promise or has any
other obligation to provide any financing to the Company or otherwise.

(f) Notices. Any notices, consents, waivers or other communications required
or permitted to be given under the terms of this Agreement must be in writing and will be
deemed to have been delivered: (i) upon receipt, when delivered personally; (ii) upon receipt,
when sent by facsimile (provided confirmation of transmission is mechanically or electronically
generated and kept on file by the sending party); or (iii) one Business Day after deposit with an
overnight courier service, in each case properly addressed to the party to receive the same. The
addresses and facsimile numbers for such communications shall be:

If to the Company:

Apollo Resources International, Inc.
3001 Knox Street, Suite 403,
Dallas, Texas 75205
Telephone: (214) 389-9800
Facsimile: (214) 389-9806
Attention: Chief Executive Officer

Copy to (for informational purposes only):

Scheef & Stone, LLP
Telephone:. (214) 706-4200
Facsimile: (214) 706-4242.
Attention: Roger A. Crabb, Esq.

If to the Transfer Agent:

Colonial Stock Transfer
66 Exchange Place
Salt Lake City, Utah 84111
Telephone: (801) 355-5740
Facsimile: (801) 355-6505

i

If to a Buyer, to its address and facsimile number set forth on the Schedule of Buyers, with
copies to such Buyer's representatives as set forth on the Schedule of Buyers,

with a copy (for informational purposes only) to:

Schulte Roth & Zabel LLP
919 Third Avenue
New York, New York 10022
Telephone: (212) 756-2000
Facsimile: (212) 593-5955
Attention: Eleazer N. Klein, Esq.
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or to such other address and/or facsimile number and/or to .the attention of such other Person as
the recipient party has specified by written notice given to each other party five (5) days prior to
the effectiveness of such change. Written confirmation of receipt (A) given by the recipient of
such notice, consent, waiver or other communication, (B) mechanically or electronically
generated by the sender's facsimile machine containing the time, date, recipient facsimile number
and an image of the first page of such transmission or (C) provided by an overnight courier
service shall be rebuttable evidence of personal service, receipt by facsimile or receipt from an
overnight courier service in accordance with clause (i), (ii) or (iii) above, respectively.

(g) Successors and Assigns. This Agreement shall be binding upon and inure
to the benefit of the parties and their respective successors and assigns, including any purchasers
of the Common Shares or the Warrants. The Company shall not assign this Agreement or any
rights or obligations hereunder without the prior written consent of the Required Holders (unless
the Company is in compliance with the applicable provisions governing Fundamental
Transactions set forth in the Common Shares and the Warrants). A Buyer may assign some or
all of its rights hereunder without the consent of the Company, in which event such assignee
shall be deemed to be a Buyer hereunder with respect to such assigned rights.

(h) No Third Party Beneficiaries. This Agreement is intended for the benefit
of the parties hereto and their respective permitted successors and assigns, and is not for the
benefit of, nor may any provision hereof be enforced by, any other Person.

(i) Survival. Unless this Agreement is terminated under Section 8, the
representations and warranties of the Company and the Buyers contained in Sections 2 and 3 and
the agreements and covenants set forth in Sections 4, 5 and 9 shall survive the Closing and the
delivery and exercise of Securities, as applicable. Each Buyer shall be responsible only for its
own representations, warranties, agreements and covenants hereunder.

(j) Further Assurances. Each party shall do and perform, or cause to be done
and performed, all such further acts and things, and shall execute and deliver all such other
agreements, certificates, instruments and documents, as any other party may reasonably request
in order to carry out the intent and accomplish the purposes of this Agreement and the
consummation of the transactions contemplated hereby.

(k) Indemnification. In consideration of each Buyer's execution and delivery
of the Transaction Documents and acquiring the Securities thereunder and in addition to all of
the Company's other obligations under the Transaction Documents, the Company shall defend,
protect, indemnify and hold harmless each Buyer and each other holder of the Securities and all
of their stockholders, partners, members, officers, directors, employees and direct or indirect
investors and any of the foregoing Persons' agents or other representatives (including, without
limitation, those retained in connection with the transactions contemplated by this Agreement)
(collectively, the "Indemnitees") from and against any and all actions, causes of action, suits,
claims, losses, costs, penalties, fees, liabilities and damages, and expenses in connection
therewith (irrespective of whether any such Indemnitee is a party to the action for which
indemnification hereunder is sought), and including reasonable attorneys' fees and disbursements
(the "Indemnified Liabilities"), incurred by any Indemnitee as a result of, or arising out of, or
relating to (a) any misrepresentation or breach of any representation or warranty made by the

10192929.7 -30-

Case 1:07-cv-06385-SAS     Document 1-4      Filed 07/12/2007     Page 30 of 43



Company in the Transaction Documents or any other certificate, instrument or document
contemplated hereby or thereby, (b) any breach of any covenant, agreement or obligation of the
Company contained in the Transaction Documents or any other certificate, instrument or
document contemplated hereby or thereby or (c) any cause of action, suit or claim brought or
made against such Indemnitee by a third party (including for these purposes a derivative action
brought on behalf of the Company) and arising out of or resulting from (i) the execution,
delivery, performance or enforcement of the Transaction Documents or any other certificate,
instrument or document contemplated hereby or thereby, (ii) any transaction financed or to be
financed in whole or in part, directly or indirectly, with the proceeds of the issuance of the
Securities, (iii) any disclosure made by such Buyer pursuant to Section 4(i) or (iv) the status of
such Buyer or holder of the Securities as an investor in the Company pursuant to the transactions
contemplated by the Transaction Documents. To the extent that the foregoing undertaking by
the Company may be unenforceable for any reason, the Company shall make the maximum
contribution to the payment and satisfaction of each of the Indemnified Liabilities which is
permissible under applicable law. Except as otherwise set forth herein, the mechanics and
procedures with respect to the rights and obligations under this Section 9(k) shall be the same as
those set forth in Section 6 of the Registration Rights Agreement.

(1) No Strict Construction. The language used in this Agreement will be
deemed to be the language chosen by the parties to express their mutual intent, and no rules of
strict construction will be applied against any party.

(m) Remedies. Each Buyer and each holder of the Securities shall have all
rights and remedies set forth in the Transaction Documents and all rights and remedies which
such holders have been granted at any time under any other agreement or contract and all of the
rights which such holders have under any law. Any Person having any rights under any
provision of this Agreement shall, be entitled to enforce such rights specifically (without posting
a bond or other security), to recover damages by reason of any breach of any provision of this
Agreement and to exercise all other rights granted by law. Furthermore, the Company
recognizes that in the event that it fails to perform, observe, or discharge any or all of its
obligations under the Transaction Documents, any remedy at law may prove to be inadequate
relief to the Buyers. The Company therefore agrees that the Buyers shall be entitled to seek
temporary and permanent injunctive relief in any such case without the necessity of proving
actual damages and without posting a bond or other security.

(n) Rescission and Withdrawal Right. Notwithstanding anything to the
contrary contained in (and without limiting any similar provisions of) the Transaction
Documents, whenever any Buyer exercises a right, election, demand or option under a
Transaction Document and the Company does not timely perform its related obligations within
the periods therein provided, then such Buyer may rescind or withdraw, in its sole discretion
from time to time upon written notice to the Company, any relevant notice, demand or election in
whole or in part without prejudice to its future actions and rights.

(o) Payment Set Aside. To the extent that the Company makes a payment or
payments to the Buyers hereunder or pursuant to any of the other Transaction Documents or the
Buyers enforce or exercise their rights hereunder or thereunder, and such payment or payments
or the proceeds of such enforcement or exercise or any part thereof are subsequently invalidated,
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declared to be fraudulent or preferential, set aside, recovered from, disgorged by or are required
to be refunded, repaid or otherwise restored to the Company, a trustee, receiver or any other
Person under any law (including, without limitation, any bankruptcy law, foreign, state or federal
law, common law or equitable cause of action), then to the extent of any such restoration the
obligation or part thereof originally intended to be satisfied shall be revived and continued in full
force and effect as if such payment had not been made or such enforcement or setoff had not
occurred.

(p) Independent Nature of Buyers' Obligations and Ri ts. The obligations of
each Buyer under any Transaction Document are several and not joint with the obligations of any
other Buyer, and no Buyer shall be responsible in any way for the performance of the obligations
of any other Buyer under any Transaction Document. Nothing contained herein or in any other
Transaction Document, and no action taken by any Buyer pursuant hereto or thereto, shall be
deemed to. constitute the Buyers as a partnership, an association, a joint venture or any other kind
of entity, or create a presumption that the Buyers are in any way acting in concert or as a group
with respect to such obligations or the transactions contemplated by the Transaction Documents
and the Company acknowledges that the Buyers are not acting in concert or as a group, and the
Company will not assert any such claim, with respect to such obligations or the transactions
contemplated by the Transaction Documents. Each Buyer confirms that it has independently
participated in the negotiation of the transaction contemplated hereby with the advice of its own
counsel and advisors. Each Buyer shall be entitled to independently protect and enforce its
rights, including, without limitation, the rights arising out of this Agreement or out of any other
Transaction Documents, and it shall not be necessary for any other Buyer to be joined as an
additional party in any proceeding for such purpose.

[Signature Page Follows]
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IN WITNESS WHEREOF, each Buyer and the Company have caused their respective
signature page to this Securities Purchase Agreement to be duly executed as of the date first
written above.

COMPANY:

APOLLO INTERNATIONAL, INC.

McLaughlin, III
Title: Chief Executive Officer
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IN WITNESS WHEREOF, each Buyer and the Company have caused their respective
to this Securities Purchase Agreement to be duly executed as of the date first

written above.

BUYERS:

CASTLERIGG MASTER INVESTMENTS LTD.
BY: SANDELL ASSET MANAGEMENT CORP.

p AAA, M
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EXHIBITS

Exhibit A Form of Warrants
Exhibit B Registration Rights Agreement
Exhibit C Irrevocable Transfer Agent Instructions
Exhibit D Form of Outside Company Counsel Opinion
Exhibit E Form of Secretary's Certificate
Exhibit F Form of Officer's Certificate

10192929.7

Case 1:07-cv-06385-SAS     Document 1-4      Filed 07/12/2007     Page 36 of 43



 

Case 1:07-cv-06385-SAS     Document 1-4      Filed 07/12/2007     Page 37 of 43



SCHEDULES

Schedule 3(a)
Subsidiarv
,,' polio LNG, Inc.
TxHLDM, Inc.
-' n ona I,NG, LLC
Applied LNG Technologies LISA, LLC
Fleet Star, lne.
Alternative Fuels Technologies, LLC
Alternative Dual Fuels, Inc.
Renewable Alternative Fuels, LLC
Apollo Production & Operating, Inc.
Landhold Management Company, Inc.
BC&D Oil and Gas Corporation
Mountain States Petroleum, Inc.
Mountain States Development, LP
OGC Pipeline, LLC
Horse Collar Pipeline, LLC
Big 7 Pipeline, LLC
\pollo Natural Gas Company, LLC

Apollo Eurasia, Inc.
Siam Imports, Inc.
Apollo Drilling, LLC
Apollo Alternative Fuels, LI,C
Earth Biofuels Operating, Inc.,
Durant Biofuels, LLC
The '%V1ng Sail Company
Larth Biofuels Technology Company, LLC
B20 CtLstomS, LLC
L: Irth I l'of'uels of Cordele, LLC

State of Incorporation / Organization
Tcxas corpr;ratiori
Texas corporation
Nevada limited liabiilit% company
Delaware limited liability company
Texas corporation
Texas limited liability company
Texas corporation
Delaware limited liability company
Texas corporation
Oklahoma corporation
New Mexico corporation
New Mexico corporation
Texas limited partnership
Oklahoma limited liability company
Texas corporation
Texas corporation
"1 cxas limited liability company
Texas corporation
Ncvada corporation
Texas limited. liability company
Texas limited liability company
Mississippi corporation (80%)
Oklahoma limited liability company (80%)
Texas corporation
Tcxas limited liability company (50%)
Texas limited liability company (51 ° a)
Georgia limited liability company (50%)

Schedule 3(e)
None.

Schedule 3(k)
None.

Schedule 3(1)
Material adverse changes since December 31, 2005

(1) On May 12, 2006, Apollo Resources International, Inc., a Utah corporation (the "Company") entered
into a Securities Purchase Agreement (the "Agreement") with Siam Imports, Inc., a Nevada corporation
("Siam"). Pursuant to the Agreement, the Company sold to Siam all ofthe Company's ownership in Apollo
Drilling, LLC, a Texas limited liability company, in consideration of the issuance to the Company of
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13,700,000 restricted shares of common stock of Siam, representing a controlling interest in Siam. The
assets of Apollo Drilling are comprised of one fully operational drilling rig, two disassembled, partial
drilling rigs, an inventory of drill pipe, and spare equipment.

(2) In separate transactions the Company sold two sections of its pipeline assets for a total of $1,250,000.

Capital Expenditures since October 7, 2005
(1) On December 7, 2005, Apollo Resources International, Inc. ("Apollo") and Apollo LNG, Inc. ("Apollo
LNG"), a wholly-owned subsidiary of Apollo, executed a transfer and exchange agreement, pursuant to
which Apollo LNG acquired 100% of the membership units of Applied LNG Technologies USA, LLC
("ALT') from Neptune Leasing, Inc. and Golden Spread Energy, Inc. ("Sellers"). ALT provides liquefied
natural gas ("LNG") to transportation, industrial, and municipal markets in the western United States and
portions of Mexico. The effective date of the transaction is November 30, 2005.
In consideration for such purchase, Apollo LNG issued 12,500,000 shares of its Series A Preferred Stock
and 12,500,000 shares of its Series B Preferred Stock to the group comprised of Sellers and Mr. Oliver
Kendall Kelley. Also on December 7, 2005, Apollo and Apollo LNG executed a stock purchase
agreement, pursuant to which Apollo LNG acquired all of the outstanding common stock of TxHLDM, Inc.
("TxHLDM") from Oliver Kendall Kelley. TxHLDM owns 100% of the membership units of Arizona
LNG, L.L.C. ("Arizona LNG"). One of the primary assets of Arizona LNG is an LNG processing facility
and related equipment in Topock, Arizona. The effective date of the transaction is November 30, 2005.
In consideration for such purchase, Apollo LNG issued a secured promissory note in the original principal
amount of $6 million and paid cash in the amount of $4.5 million. Also on December 7, 2005, Apollo and
Apollo Production & Operating, Inc. ("Apollo Operating"), a wholly-owned subsidiary of Apollo, executed
a stock purchase agreement to acquire all of the outstanding common stock of Mountain States Petroleum
Corporation from Sellers. Mountain States Petroleum Corporation owns oil and gas producing assets near
the Four Corners area of the United States, and maintains production operations in the states of New
Mexico, Arizona, and Utah. The effective date of the transaction is November 30, 2005.
In consideration for such purchase, Apollo' Production delivered 25,000,000 shares of the common stock of
Apollo to the group comprised of Sellers and Mr. Oliver Kendall Kelley.

(2) Invested approximately $4,000,000 in producing gas leases in Edwards and Sutton counties in south
Texas.

(3) Applied LNG Technologies USA purchased nine LNG trailers for approximately $500,000.00

Earth Biofuels' Material adverse changes since December 31, 2005
None.
Earth Biofuels' Capital Expenditures since October 7, 2005
Durant Biofuels, LLC expended: $229,809.24 for the building; $240,003.50 for land; and
$10,808,225.93 (quarter of which through a stock issuance) for equipment. Approximately
$275,000.00 was expended to acquire land adjacent to the property.

Schedule NO
None.

Schedule NO

As of July 24, 2006, the authorized capital stock of the Company consists of 500,000,000
shares of Common Stock, of which as of the date hereof, 186,323,928 are issued and
outstanding and no shares are reserved for issuance pursuant to either (i) the Company's
stock option and purchase plans or (ii) securities (other than the Warrants) exercisable or
exchangeable for, or convertible into, shares of Common Stock.
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Number of Shares Percent ofName of Beneficial Owner Beneficially Owned(l) Outstanding Shares(1)
l 011 & (;as, 1nc. 13,740.000

Neptune Leasing, Inc.
_

9,847,500 6%
Dennis G, tMc ['am-411111 I 10.5%
Kit Chambers 1,000,000 .5%
T. Nlrurk Ariail

S1,

Wavre McPherson 2,370,000
1 3%

Phil Smith 60,000
.

George Lowrance 213 000 1%,

Officers and directors as a group (6 persons) ?4,565,823
.

f zoi
All percentages are calculated based upon a total of 186,323,928 shares outstanding as of July 24, 2006.

Offer Rights
For a period of (2) yens iollowing June 30, 2005, if
the Company enters into ,iny Subsequent Financing on
terms more favorable* than the terror governing the
Notes, then the Purchasers in their sole discretion may
exchange the Notes, valued at their stated value. tuu-ether
with accrued but unpaid interest (which interest pa;inents
shall be payable,' at the sole option of the Purchasers, in
cash or in the form of the new securities to be issued in the
Subsequent Financing), for the securities issued or to be
issued in the Subsequent Financing.` The Company
covenants and agrees to promptly notify in writing the
Purchasers of the terms and conditions of any such
proposed Subsequent Financing.

*Not Applicable to this transaction - terms not more
favorable.

Entity
Cr.inshire Capital
Crescent International
Iroquok Master Fund
Omicron >\laster Trust
RI If' ti1astcr Fund
Smithfield Fdueiary
SRG Capital
Sunrise Equity
Partners

Entity

Cranshire- Capital

Crescent International

Iroquois Master Fund

Omicron Master Trust

RHP Master Fund

Registration
Rights / Filing

Deadline
90 day
following
closing date.
90t1i day
following
closing date.
90" day
following
closing date.
90" day
following
closing date.
90"' day
following
closing date. _
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Smithfield Fdueiary

SRG Capitol

Sunrise Equity Partners

90'x' day
following
closin" date.
90"' day
`o lowin"

90` day
following
closing date.

Entity Options Reserved
Shares

Golden Spread Convertible Preferred 12 500 000
Neptune Leasing
Oliver Kendall Kelley

Cranshire Capital

Stock of Apollo LNG into
common stock of Apollo
Resources International
Warrants

, ,

1,333,333
Convertible Note 450,000

Crescent Intcrtational Warrants (,G6.667
Iroquois Master Fund Warrants 2,666,667

Convertible Note 1,250,000
Omicron Master Trust Wb Irrants 1,333,333

ConvertibleNote 708 332
RHP Master Fund Warrants

,

2,933,333
Convertible Note 1,558,332

Smithfield Fduciary ti1'<irrants 1,600,000
Convertible Note 850 000

SRG Capital Warrants
,

200,000
Sunrise Equity Partners Warrants 2,666,667

Schedule 3(s)

(i) Current Liabilities (excluding Earth Biofuels, Inc )
Lender
Jimmy Brown

Denn' Lis ueng
Peter Knollenberg -
TelcoEnergy Corporation
Convertible Notes OGC (2), _

$3.0 million convertible
notes
Bruce Ivey
Oliver Kendall Kelley
Jack B. Kelley, Inc.
Navistar Financial

Corporation
First Capital
First Capital
First Capital (LOC)
West Texas National Bank
Argyll Equities, LLC

Original Principal
Amount

200,000
10,000

150,000
179.000
575,907

1,135,465
38,278

1 0 0 105,000,000

41,554
1,000,000
5,000,000
3,000,000

70,000
330,720
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(i) Earth Biofuels' Current Liabilities
Account Payable (ag,gregate)
Evolution Master Fund, Ltd.
Grec:nwicli 1'o cr_ LLC
Castlerigg Master Investments, Ltd
Radclif{'c Y"("_ '.?c1
Capital Ventures International

Consolidated
1,692;426.85
5,000,000.00
' .000,00;,1 "M
0,000,000.00

00.000.00
2,500,000.00

(ii) Contract, agreement or instrument, the violation of which, or default under
which, by the other partv(ies) to such, would result in a Material Adverse Effect----- -- -11,11-IN C11,11-IN ront act Al,reement or Instrument
Dickerson Petroleum, Inc. Management Agreement (Grenada Property)
System Management Solutions, Inc.
Elbow River Marketing, LP

(iii) None.
(iv) None.

Schedule 3(t)

(1)

Major Fuel Supplier
Major Fuel Supplier

Briar, LLC v. Gulf Refining Company, et al. (OGC Pipeline, LLC is a
Defendant), Case No. CJ-2006-280, pending in the District Court in and
for Okmulgee County, State of Oklahoma.
a. OGC is being sued to quiet title in relation to an easement for the

pipeline. We understand that this lawsuit, regardless of the outcome,
will not impact pipeline operations.

(2) Black Stone Materials Company, L.P. v. Apollo Resources International,
Inc., et al., Case No. 2006-06389, pending in the 1270i Judicial District
Court of Harris County, Texas.
a. Apollo is being sued for past due royalties. We are in the process of

resolving this dispute.

(3) Securities and Exchange Commission v. Patrick Ballinger, et al.
a. Apollo is being sued by a Receiver for a transaction performed by a

company that Apollo acquired. We are in the process of resolving this
dispute.

(4) There is no other public action, suit, proceeding or investigation before or
by the Principal Market, any court, public board, government agency, self-
regulatory organization or body pending or, to the knowledge of the
Company, threatened against or affecting the Company or any of its
Subsidiaries, the Common Stock or any of the Company's Subsidiaries or
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any of the Company's or its Subsidiaries' officers or directors, whether of a
civil or criminal nature or otherwise.
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